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Cover Picture . . . Night view of Houston, 
Texas, locus of the 24th Annual Mid-Con- 
tinent Trust Conference, reported in this 
issue. Houston, with a population in the 
metropolitan area of over 1,000,000, is the 
largest city in the South, and through the 
facilities of its ship canal has become the 
nation’s second largest port, tonnage-wise. 
It is the heart of an oil industry that pro- 
duces 9% of the nation’s crude oil. Invest- 
ment in 100 octane refineries and synthetic 
rubber exceeds $200 million, and the Gulf 
Coast chemical empire, of which Houston 
is the center, represents a billion dollars. 
While the accumulation of wealth in this 
area is too recent to expect trust volume to 
compete with some of the older parts of 
the country, trust assets in the national 
banks of Texas (no state bank figures 
available) aggregate over $943 million, and 
earnings for 1954 totalled over $4,000,000. 


Photo from Houston Chamber of Commerce 








Entered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 


DECEMBER 1955 








THE FOUNDATION 
FOR THE 
PRUDENT 
MANAGEMENT 

OF TRUST FUNDS 
INVESTED IN 
CORPORATE 
SECURITIES 


One of the Advantages of Membership in 
the Studley, Shupert Trust Investment Council 


This list of approximately 200 bonds 
and preferred and common stocks is a 
safe, sound source of prudent -invest- 
ments. It includes data on call prices, 
market prices, yields, legality, and grad- 
ing. Re-appraised every 4 months—and 
supplemented by periodic relative-value' , 
selections—it provides a current Work- : 
ing List of appropriate securities. to 
serve various investment objectives. 

This is only one of the continuous 
practical aids furnished Studley, Shu- : 
pert Trust. Investment Council mem- 
bers. Established in 1948, the Council 
augments your Trust Department with 
“outside” personnel trained in all phases 
of investment management, and steeped . 
in the Prudent Man Rule. . . enables 
you to handle an expanding trust busi- 
ness efficiently and profitably. 

A booklet describing this growing 
cooperative organization of progressive 
community banks has been prepared 
for distribution to Council members’ 
clients and prospects. A copy will be 
sent you upon request. 


STUDLEY, SHUPERT 
TRUST INVESTMENT 
: COUNCIL 


900 PROVIDENT TRUST. BLDG. 
PHILADELPHIA 3, PA. 





TRUST INVESTMENT 
COUNCIL 
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THE 24th MID-CONTINENT TRUST CONFERENCE 
in Houston last month gave more than 600 
guest trustmen and their wives the most 
hospitable and helpful of programs. With 
exceptionally well-prepared and timely 
talks, the Conference made new highs in 
practical discussion. Highlights are re- 
ported at page 1012, and excerpts from the 
speeches are printed herein. 


APPRAISAL OF CORPORATE MANAGEMENT, recog- 
nized as a basic ingredient of security 
analysis and prospect evaluation, is be- 
ing aided by frank statements by top com- 
pany officials before professional in- 
vestor groups. To bring these to our read- 
ers in carefully screened and summarized 
form, the new column "Management Speaks" 
is introduced in this issue as a monthly 
feature. (See page 1050. ) 


THE FIRST ANNUAL SURVEY OF COMMON TRUST 
FUND INVESTMENTS by the Federal Reserve 
System, coinciding with New York Stock Ex- 
change studies of market transactions and 
S.E.C. study of Pension Trust investments 
(page 943, Nov.) is, in the words of the 
Reserve Board: "part of a broad program to 
fill Some of the major gaps in available 
information concerning the uses that are 
made: of the principal accumulations of 
savings." Trustee banks and other institu- 
tional investors, because of the great and 
increasing confidence which the saving 
public has shown in their investment man- 
agement abilities, have become recognized 
as a major influence, as well as stake- 
holder, in the security markets... 


With the current emphasis on the need 
and role of capital in business expansion 
and modernization, professional investors 
are destined to play a key role in the de- 
liberations and studies by government, as 
well as private, economic groups, such as 
the Fulbright Committee which touched off 
the present inquiries. This may well give 
impetus to a demand for more meaningful 
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classifications and uniformity of valua- 
tions of the various types of fiduciary 
relationships and accounts, and require a 
realistic reappraisal of trust statistics. 
This could also correct some delusions 
about the "concentration" of wealth and 
investment under modern Trusteeship. 


NEW PROBATE CODE in Missouri, analyzed 
in this issue at page 1016, is suggestive 
of some things to do and not to do in 
other states where probate reform may be in 
order, according to author Richard Shew- 
maker. 


TIME TO REPORT — FOR TRUST DEPARTMENT 
TOO — is at hand as banks prepare their 
annual reports for 1955. These reviews, 
being circulated among stockholders and 
other influential contacts, makes them a 
most logical place for picturing the per- 
sonal and corporate services the trust de- 
partment is performing. A look at the sur- 
vey "Trust Features in Annual Reports" in 
last month's issue (p. 992) and citations 
in March-May issues of prior years, shows 
the variety of ways this can be done... 

To omit pertinent fiduciary data is to 
give stockholders an incomplete view of 
bank operations, and deprive the trust 
department of an effective opportunity to 
acquaint prospects with its values. 


A SURVEY OF 111 TRUST DEPARTMENTS as the 
basis of a report on the 1954 Internal 
Revenue Code's effort on estate planning 
was reported at the 40th Annual Convention 
of the Financial Public Relations Associa- 
tion in Hollywood, Fla., Nov. 13-17. Con- 
clusions: the new Code has not furnished 
any great impetus to the types of trusts 
supposedly favored; trustmen are soundly 
subordinating tax saving to the more 
fundamental human objectives. See page 
1034. Cooperation with life underwriters 
does produce new business, Arthur S. Car- 
ruthers, vice president, Lincoln Rochester 
(N. Y.) Trust Co., told the trust depart- 
mental audience. At his institution in one 
year 45% in number and 25% in value of new 
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trust department accounts came recommended 
by life underwriters. A population esti- 
mated to reach 175 million by 1960, and a 
doubling of family income in the next 25 
years, present a real challenge to public 
relations men and women to enlighten the 
public on banking and trust services, ac- 
cording to Fred F. Florence, president of 
the American Bankers Association. 


COLLEGE ENDOWMENT FUNDS SHOW 56.5% AVER- 
AGE EQUITY HOLDINGS in compilation of 38 
institutions as of last June 30th with 
total endowments of $2.1 billion. Bonds 
and cash accounted for 30.5% and preferred 
stocks only 6%. (For details see page 1049. ) 


FEDERAL RESERVE RAISED REDISCOUNT RATE 
TO 2%4% on November 17th, the highest rate 
Since 1934 and the fourth increase during 
1955. Real estate and mortgage circles are 
especially perturbed because they regard 
money as already sufficiently tight but 
the Board apparently felt that a stiffer 
rein was in order. 


OVER 10,000 INVESTMENT CLUBS place some 
$2.5 million annually in stocks, according 
to the New York Stock Exchange and the Na- 
tional Association of Investment Clubs. 
Spurred by rising markets, more than 
100,000 amateur investors are believed to 
be asSociated in these joint ventures 
which run the gamut from investment to 
outright speculation. Brokerage firms re- 























The New Look in Banking 





port some desirable new business from this 
source but in some quarters disquiet is 
expressed over legal aspects of authoriza- 
tions and issuance of shares without SEC 
approval. 


BUDGET BALANCE FOR CURRENT YEAR LOOMS 
but a sharp division of opinion forecasts 
a battle in Congress over tax reduction or 
debt retirement. Secretary Humphrey has 


favored tax reduction while, at a recent 


Washington hearing, economists and finan- 
cial experts advocated the alternative. 
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Trust Program at 
Regional Bar Meeting 


In conjunction with the regional 
meeting of the American Bar Associa- 
tion held at New Orleans in the closing 
days of November, the Section of Real 
Property, Probate and Trust Law pre- 
sented a three-paper program presided 
over by Section vice-chairman Edward 
C. King, Dean of the Law School of the 
University of Colorado at Boulder. 


Under the title “The Fiduciary Must 
Know the Law,” Daniel M. Schuyler of 
Chicago gave five startling illustrations 
of liabilities incurred by executors and 
trustees. Based on reported cases, these 
involved the validity of the trust, the 
identity of the beneficiaries, the legality 
of the trustee appointment, the character 
of the trusteed property. and the reten- 
tion of investments. 


A detailed analysis uf the income tax- 
ation of trusts under the 1954 Code was 
offered by William A. Sutherland of 
Washington, D. C., with particular em- 
phasis on distributable net income and 
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the five-year throwback rule. (See simi- 
lar paper by Mr. Sutherland in May 
1955 T.&E., p. 388.) 


Richard P. Brown, vice president and 
trust officer of The International Trust 
Co. of Denver, reviewed the tax respon- 
sibilities of executors, administrators, 
guardians and conservators, covering 
income, gift, estate and miscellaneous 
taxes, with cautions against overlooking 
some easily forgotten requirements. 


A A A 


American Bar Drives 


for Membership 


The American Bar Association is in- 
augurating a plan to increase its mem- 
bership by at least 50,000 lawyers with- 
in the next four months. Officials of 
the ABA said this would be the largest 
organizing campaign ever conducted by 
a national professional group. 


President E. Smythe Gambrell, of 
Atlanta, said, “Our problem is to keep 
the legal profession abreast of chang- 
ing conditions in today’s economic and 


social order. The American Bar Asso- 
ciation has accepted that challenge. We 
must immediately double the member- 
ship of the national organization if the 
legal profession is to carry out its great 
objectives. These include improvement 
of administration of justice, the main- 
taining of high standards of legal edu- 
cation and ethics, and the extending of 
legal services to all who need them.” 


The American Bar Association now 
has about 24 per cent of the potential 
membership among the nation’s law- 
yers, judges and law teachers, while 
other professional organizations have 
much larger percentages, according to 
Mr. Gambrell. He gave the compara- 
tive figures as 86 per cent for dentists, 
83 per cent for doctors, 72 per cent 
for osteopaths and 50 per cent for ac- 
countants. 


Cecil E. Burney of Corpus Christi, 
Texas, chairman of the National Con- 
ference of Bar Presidents and former 
president of the State Bar of Texas, is 
chairman of the executive committee 
which will direct the campaign. 
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TRUST COUNCIL ACTIVITIES 


November meetings reported to T.&E. 
include: 


Santa Clara County, Cal. — Keith 
Petty, attorney and C.P.A., spoke on 
“Short-Term Trusts.” 


Washington, D. C.—Roscoe L. Egger. 
Jr., tax attorney and C.P.A., spoke on 
“Liquidation and Valuation of Business 
Interests in Estates.” 


East Coast, Fla.—Five meetings were 
held during the first year of operation 
and six are planned for the current 
season. Newly elected officers are: Pres. 
—A. B. Rittenour. trust officer, Atlantic 
National Bank, West Palm Beach; /st 
Vice Pres——S. Hilburn Himes, C.P.A.;: 
2nd Vice Pres.—William H. McLaugh- 
lin. life underwriter; Sec’y-Treas. — 
Wilbur E. Cook, attorney. Homer C. 
Fisher, past president of the Florida 
Bar: Association, spoke. on “Estate Ad- 
ventures in dealing with Problems of 
Wills and the The Probating of Estates.” 


Chicago—Henry Blumberg, attorney. 
discussed “Current Sales Opportunities 
Under the Existing Tax Laws.” 


Indianapolis—The meeting provided 
a windup on technical phases of the 
continued program on “Harry Carey’s 
Estate.” Milton Elrod and Russell Ryan, 
attorneys, ‘and James Walker. C.P.A.. 
covered the technical phases of “Income 
of Estates and Trusts” and “Executive 
Pay Plans in Estate Planning.” 


' Wichita—New officers are: Pres.— 
Robert G. Braden, attorney; Vice Pres. 
—Kelsey P. Clark, C.P.A.; Sec.—Clay- 
ton Mammel, C.L.U.; and Treas.—Jack 
W. Shane. trust officer. Fourth National 
Bank. 

Detroit— Venan Alessandroni, New 
York attorney. spoke on “The Coordi- 
nated Use of Life Insurance and Trusts.” 


North Jersey—Adrian Foley, Jr., Sur- 
rogate for Essex County, spoke on the 
subject, “Wills and the Problems of Ad- 
ministration of an Estate as they Appear 
to the Surrogate.” 


Rochester, N. Y—Donald E. McCon- 
ville. supervisor of industrial relations 
at Eastman Kodak Co., discussed 
“Fringe Benefits of the Kodak Worker.” 


‘Philadelphia — Donald McDonald, 
Esq., secretary of the Philadelphia Bar 
Tax Committee, spoke on “Tax Conse- 
quences at the Death of a Partner.” 


Pittsburgh—-Edwin L. Knetzger, Jr.. 
C.L.U.. district group pension manager 
of Prudential Insurance Co., discussed 
“Variable Annuities.” 
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Nashville—J. Homer Hardy, tax at- 
torney of Chattanooga, was the speaker 
at the November 30 meeting. 

Fort Worth—The entire program was 
devoted to the important changes made 
by the last legislature in.the field of 
business organizations doing business 
in Texas, with emphasis on the funda- 
mental changes made in Texas corpora- 
tion law. Talbot Rain, attorney, dis- 
cussed the new Texas Business Corpora- 
tions Act, the Insurance Securities Act 
and the Uniform Limited Partnership 
Act. Horace B. Sessions, attorney, talked 
on the new Texas Securities Act. 


Houston—George B. Gordon, director 
of advanced underwriting services, Mu- 
tual Benefit Life Insurance Co. of New- 
ark, spoke on an “Estate Planning Pro- 
gram for Stockholders of a Closely 
Held Corporation.” 


Tacoma—Harold V. Lush, chairman 
of the National Council of Profit-Shar- 
ing Industries, spoke on Profit-Sharing. 


Burlington, Wis. ——- Miss Catherine 
Cleary, vice president of First Wiscon- 
sin Trust Co., Milwaukee, spoke on 
“Tax Savings Possible Through Trusts.” 

A AA 


New York Enthusiastic About 
Know-Your-Bank-Week 


There is no doubt that Know-Your- 
Bank-Week (Oct. 16-22) was a great 
success in New York State as bankers 
from all reported 


counties record 





crowds. In Olean’s Exchange. National 
Bank 1,200 to 1,500 people went through 
the bank in a two hour period. In Utica 
a local TV station made a film tour of 
a bank and later televised it for the 
benefit of thousands of out-of-town 
viewers. Radio commeniators conducted 
on-the-spot interviews of key people in 
various bank departments, school and 
college students in Geneva wrote special 
essays, and one bank in Rochester con- 
ducted more than 50 bank tours. 


Statistically the week was something 
like this: 370,000 booklets distributed; 
50,000 balloons floated (with $1 certi- 
ficates or other messages) ; 8,000 “Let’s 
get better acquainted” buttons were 
worn; 4,000 posters displayed: 224,000 


special stamps were used, and several 


_hundred newspaper advertisements were 


published. “Family Night” was an em- 
ploye morale builder, and all told, more 
bankers met more people and spoke 
before more groups (and on radio and 
TV) than in any other five day period 
in New York history. 


alone 100 
news stories and editorials appeared in 


In Nassau County over 
the press, there were special financial 
forums, showings of banking films, and 
one bank found the public response 
so good that it extended its program 
for a second week. Said NYSBA presi- 
dent William F. Ploch, “When all the 
results are in, we may well find it was 
the most comprehensive program to get 
better acquainted ever conducted in the 
State by the Association.” 
































PRESIDENTIAL JOHN HANCOCK’S 





The first public showing of a collection of original financial documents with the signature 
of every President of the United States from George Washington to Dwight D. Eisenhower 
was held October 17-27 at the First National Bank in Springfield, Ill. Present during 
opening ceremonies were Charles F. Carpentier, Secretary of State, on the right, and 
O. M. Hatch III, President of the bank. The collection, insured for $50,000, is the only 
such one in existence today. King V. Hostick is its owner. Further information on 
scheduling and availability of the checks for display in other cities may be obtained 
by writing to him at 55 East Washington St., Chicago 2, Ill. 
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Any investor can tell you what he 
should have done last year. 

But, to know what is going on 
today and to take intelligent, informed 
action—that calls for a large, inquisitive 
organization, bringing every pertinent 
fact to bear on the problem. 


More important, those facts must 
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Everyone has 20/20 
HINDSIGHT 


be evaluated and applied with skill and 
understanding. Facts go only so far: 
then judgment must take over. 

At the United States Trust Com- 
pany there is in operation an investment 
procedure that brin gs unique advantages 
to our customers. We should welcome an 


opportunity to discuss this with you. 


Pnited States Trust Company 


af New York 


CHARTERED 1853 


45 Wall Street, New Yo 
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rk 5, New York 
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STAR PERFORMANCE IN Houston 


Review of Mid-Continent Trust Conference 


ROM THE EARLY-BIRD EVENING RE- 
| pe on November 2nd to the 
Southwest Conference football game on 
Saturday the 5th, the Texas hosts of 
the 24th Mid-Continent Trust Confer- 
ence at Houston gave their more than 
600 guest trustmen the most hospitable 
and helpful of programs. It was an 
occasion that no trust executive in the 
area—or his wife—should have missed, 
a result of most thoughtful planning by 
Charles Hamilton, chairman of the Gen- 
eral Arrangements committee, and his 
associates. 


Mrs. Homer Henderson, as chairman, 
and the other gracious members of the 
Ladies Committee deserve special hon- 
ors for making the visit a memorable 
one for the' wives. Dressed as Spanish 
senoras, they entertained at a luncheon 
at River Oaks Country Club—complete 
with 8-piece orchestra and Spanish dan- 
cing, at “brunch” and tour of beautiful 
local homes, while the trust delegates 
were attending an exceptionally well- 
prepared agenda of timely talks. 


Beginning with a welcoming address 
by president “Jack” Garrett of the 
Texas Bankers Association that set a 
noteworthy example of thought-provok- 
ing observations which contrasted with 
the usual perfunctory “Greetings,” to 
the wind-up luncheon addressed by the 
charming Mrs. Oveta Culp Hobby, the 
Conference made new highs in enjoy- 
ment and practical discussion. To top 
it off, the Houstonians arranged a trip 
by yachts down the Ship Channel to 
San Jacinto battlefield, and a trip to 
Galveston with dinner at the Quarter- 


back Club. 


Eyes on the Trust Business 


The economy of Texas, and Houston 
particularly, is not handicapped by the 
oil resources, but it remained for Dallas 
banker Garrett to illuminate the situa- 
tion in his story that, on the Ship Chan- 
nel trip, he had noticed two fine yachts 
named “His” and “Hers.” That the 
dynamic and friendly atmosphere per- 
vaded the whole Conference was evident 
in many ways. 


The services offered by a trust de- 
partment are less known and understood 
than any others offered by a bank, Mr. 
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Garrett told the convention. Examina- 
tion of probate court records, and con- 
sideration of the people who die intes- 
tate, force the conclusion that lack of 
knowledge of what can be done in the 
administration of estates has resulted 
in some very awkward situations. There 
is much to be done to inform the public 
about banking services, and it is the 
responsibility of every trustman to open 
the “locked room” of the trust depart- 
ment to the millions who need it. 


One good means of publicity is 
through the directors, Mr. Garrett point- 
ed out, who might ask their friends in- 
dividually if they had ever had an 
estate appraisal. Pension and _ profit 
sharing funds form another field ready 
to be cultivated, because they are be- 
coming recognized as a vital factor in 
maintaining a balanced management- 
labor relationship so necessary to our 
American freedom of business activity. 


In Texas there are 953 banks but 
only 98 of them have trust departments, 
the speaker stated, yet there is perhaps 
no section of the country that has a 
higher potential of trust business than 
the Southwest. The vast amount of new 
wealth that has been accumulated over 
the past two decades makes it incum- 
bent upon the banks rendering trust 
services to apprise the public of the ne- 
cessity for the proper arrangement of 
their affairs. 


Mr. Garrett proposed that each bank- 
er attending the Conference set in mo- 
tion immediately a plan to have bankers 


in his own community contact local 
colleges or universities to arrange, 
through the deans of business admini- 
stration, talks to students on banking 
and finance. Among those students, he 
said, probably would be discovered 
some good material for future bankers 
and trustmen. 


Presidents Speak 


In other talks at the opening session, 
Richard Chapman and Raymond Trott, 
present and former presidents respec- 
tively of the Trust Division and cur- 
rently of their own institutions, met the 
issue of business interest trust service 
and other management policies in a 
forthright and constructive manner. The 
ever inspiring Dr. R. C. S. Young, of 
the State College of Business Admini- 
stration in Atlanta, dramatized the ex- 
isting ideological war and pictured a 
positive Americanism as a heritage of 
such deep values as to demand all our 
best energies in education of the public 
as well as of the leadership being built 
in our schools. 


A tribute to one of Texas’ most loved 
trustmen and pioneer in opening the 
state to trust business was to be pre- 
sented to George Waverly Briggs of 
Dallas, but his illness precluded this 
public honor in favor of personal pres- 
entation by a committee. Because of its 
fine expressions it is reproduced on the 
opposite page. 


Gilbert Stephenson made one of the 
most gracious of addresses that caught 
imagination, 


and the 


the audience’s 





Mrs. Oveta Culp Hobby addressing closing Conference Luncheon 
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other speakers—also reported more 
fully in subsequent pages—followed the 
brilliant example set by Charles Wil- 
liams of the Richmond Federal Reserve 
in his well-titled talk “Securities and 
Insecurities in the Atomic Age.” 


Investment Climate 


A strong America is the best means 
of assuring peace but, in order to main- 
tain leadership of the Free World, our 
economy must continue prosperous. This 
was the message to the delegates from 
Fred F. Florence, President of the 
American Bankers Association and 
president of the Republic National Bank 
of Dallas, who stressed the dependence 
of this country upon numerous foreign 
sources for raw materials both for man- 
ufacturing and consumption. If, due 
to depressed conditions, we are unable 
to support their principal trade re- 
sources, the effect is reflected in chan- 
nels of commerce. It is also important. 








ANECDOTE of the 
CONFERENCE 


Somewhat as told at the Trust Con- 
ference in Houston by a proper Bos- 
tonian: 


The ministers of the three churches 
in a small and straight-laced New 
England community were discussing 
parish problems and the difficulties of 
preparing effective sermons. The first 
one remarked that what made it par- 
ticularly hard for him was that — 
“Between us fellows — I have a little 
weakness for cards, and relish putting 
a couple of dollars on the ponies’ 
noses. Not that it’s a cardinal sin in 
our book, but I feel a bit squeamish 
when I have to adjure the congrega- 
tion never to gamble.” 


“T know what you mean,” said the 
second cleric, “I have a weakness too: 
I just love a bottle of wine in the 
evening, and a good smoke. Yet I 
constantly have to preach against 
these vices. Of course that isn’t as 
serious as the problem of our friend 
who is coming next month to start the 
new church on Main Street; he tells 
me he gets feeling so compassionate 
toward pretty ladies when they cry 
before him over some weakness of 
theirs that he can’t resist comforting 
them and kissing their tears away.” 


The other clergyman said nothing. 
“Well, Brother Amos, do you have no 
weakness to mention?” 


“Well, yes, I do. I know it is bad 
to carry tales, but I just love to 
gossip, just can’t seem to keep a thing 
to myself. So now if you’ll excuse me, 
I really must be going.” 
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Mr. Florence said, that investment funds 
flow to foreign areas needing higher 
living standards. Although our foreign 
trade totals only some 5% of national 
output, it may represent survival or the 
reverse for these countries. 


Mr. Florence called for adaptability 
along with continuation of conservative 
trustee policies, and cited there the re- 
sponsibility for resisting inflationary 
pressures, which devolve particularly 
upon the financial community. 


The history, growth and future of the 
natural gas industry were described in 
glowing terms by Paul Kayser, presi- 
dent of El Paso Natural Gas Co., who 
outlined the built-in advantages of this 
mushrooming power source which cur- 
rently supplies some 25% of national 
energy needs. The industry has been fi- 
nanced upon a sound basis, he said, 
and the public interest, as well as that 
of the investing public, has been pro- 
tected by strict supervision. 


Mr. Kayser, in agreement with other 
gas industry executives, expressed dis- 
satisfaction with existing powers of 
price regulation by the Federal Power 
Commission. If the going field price is 
insufficient to attract capital into ex- 
ploration activities, there can be no 
assurance of adequate supplies to meet 
rapidly mounting demands from all 
parts of the country. He also pointed 
out the inconsistency of regulating gas 
alone, leaving coal and oil to the mer- 
cies of economic forces to determine 
price levels. The unwelcome alternative 
of all-inclusive regulation, however, is, 
said Mr. Kayser, “a long, long step 
down the weary road of socialism.” 


Lieut. General Ernest O. Thompson. 
Texas Railroad Commissioner, discussed 
in detail the problems of natural gas 
regulation and quoted at length re- 
marks favoring control, made by two 
State Commissioners at a recent meet- 
ing of the National Association of Rail- 
road and Utilities Commissioners. He 
reported that the Harris Bill, designed 
to remove independent producers from 
jurisdiction of the FPC, has already 
passed the House and is now pending 
in the Senate. General Thompson was 
optimistic over the long-range prospects 
for the gas and petroleum industries 
and ventured the thought that the atom 
would not prove to be a threat to these 
established sources of energy. 


Broad Trusteeship 


A free society in its best and most 
effective sense is the embodiment of 
many well-executed trusteeships. Oveta 





George Waverley Briggs (left), who organ- 
ized the trust department of First National 
Bank in Dallas and headed it until his 
formal retirement last December 31, being 
presented a formal tribute by the Trust 
Section, Texas Bankers Association, through 


past chairman Clarence E. Sample, vice 

president and trust officer of Mercantile 

National Bank of Dallas. Briggs spent 

thirty-five. years with First National, during 

which time he gained a national reputation 
in trust work. 





TRIBUTE 


to an eminent Texan 


GeorcE WaAveRLEY Briccs, EsQ., 


Honorary Senior Trust Officer of the 
First National Bank in Dallas 


In recognition of his leadership in the 
development of Trust business in the 
Southwest in years past, and for his ex- 
traordinary service to the Trust profes- 
sion, the Trust Section, Texas Bankers 
Association, extends its heartiest felicita- 
tions to this outstanding and beloved 
Texan. 


George Waverley Briggs has worked 
diligently and ceaselessly in the inter- 
est of improvement in Texas Trust laws, 
being principally responsible for the en- 
actment of the Texas Trust Act, and the 
Probate Code, both of which are immor- 
tal examples of his loyalty to the Trust 
profession. The high position which the 
profession has attained can be attributed 
largely to his earnest efforts and untiring 
devotion. 


On the occasion of his retirement from 
active Trust duties during this, the year, 
nineteen hundred fifty-five, it is both 
fitting and proper for his many friends 
and colleagues to express their apprecia- 
tion and gratitude to him for sharing his 
incalculable wisdom and inspiration with 
his fellow man. 


To George Waverley Briggs, the Trust 
Section, Texas Bankers’ Association, 
voices unanimous sentiment in wishing 
him a long and joyful life, and may 
God’s richest blessings continue with him 
forever. 
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Culp Hobby, former United States Sec- 
retary of Health, Education and Wel- 
fare, told the trustmen at the Friday 
luncheon. The United States govern- 
ment serves as a trustee and it is the 
recognition of that fact which makes the 
difference between people being the ser- 
vants of the state and the state being 
the servant of the people. 


The good trustee does for those he 
serves what they cannot do for them- 
selves, works to build up and preserve 
that with which he is entrusted, and 
does not go beyond the boundary of his 
trusteeship, Mrs. Hobby said, illustra- 


ting these principles with references to 
the accomplishments of the Eisenhower 
administration, particularly those in the 
field of health, education and social 
welfare. A good trustee will not push 
people around on the pretense of aiding 
them, but will be mindful of the broad 
intention of those who vested him with 
his responsibility. 

This leads to governmental effort for 
stability; “If the American people are 
to be able to plan their lives successfully 
they must have stability of employment, 
a stable price structure, and a currency 
of stable value. . . . If money deterio- 
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rates in value while it is in the bank, 
or in bonds, there is no incentive to save 
for a rainy day.” Trustees know that an 
estate may wither away from lack of 
attention, and citizens must beware of 
the same danger affecting their freedom, 
Mrs. Hobby pointed out. The indiffer- 
ence of many citizens toward the re- 
sponsibility of citizenship places an 
added burden on those who have a 
dedicated sense of trusteeship. 


A A A 


School of Banking Established 
by Michigan Bankers 
Association 


In order to help meet the demand 
for well trained people in the banking 
field, the Michigan Bankers Association 
has developed a School of Banking for 
college students. Establishment of the 
School is the fruit of several years’ 
work by the Special Committee on Edu- 
cation headed by Fred B. Post, presi- 
dent of First Security Bank, Ionia. 

After surveying college facilities 
throughout the state, the committee ac- 
cepted Michigan State University as 
the most logical location for the School. 
Now a student may enroll in university 
courses directed toward banking as a 
career, and the University has published 
a brochure—Your Future in Banking— 
which tells of the business opportunities 
in the banking field and the courses to 
be taken in to qualify for these oppor- 
tunities. 


A A A 


Maine Corporate Fiduciaries 
Association Elects Officers 


At the November 10 annual meeting 
of the Corporate Fiduciaries Associa- 
tion of Maine, the following officers 
were elected for the ensuing year: Pres. 
—Horace S. Stewart. Jr., trust officer, 
Merchants National Bank, Bangor; Vice 
Pres.—Duncan H. Newell, Jr., vice pres- 
ident, First Portland National Bank; 
Sec’y-Treas.—Philip R. Powers, trust 
officer, National Bank of Commerce, 


Portland. 


Boyd L. Bailey, Esq., assistant attor- 
ney general, spoke on “The Maine In- 
heritance Tax Treatment of General 
Powers of Appointment,” and Duncan 
H. Newell, Jr., presented “Recent 
Changes in Taxation by Cities and 
Towns of Intangible Personal Property 
Held in Estates and Trusts.” After din- 
ner. Paul I. Wren, vice president, Old 
Colony Trust Co., Boston, gave an 
address on “Thoughts on the Current 
Investment Situation.” 
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A New Probate Code 


APPRAISAL OF MISSOURI REFORM AND MODEL CODE 


N JaANuARY 1, 1956 A NEW PROBATE 

Code! will go into effect in Mis- 
souri. While it borrows in a number 
of instances from the “Model Probate 
Code”? it is not an adaptation of the 
Model Code to Missouri. It is rather a 
revision of the historic probate laws of 
Missouri, retaining much of the form 
and substance of previous laws, but 
making a number of rather drastic 
changes, some of which were borrowed 


from the Model Code. 


Let us consider, first, the problems 
confronting a testator under the new 
code, and, then, assuming the testator’s 
death, the course which the administra- 
tion of his estate will follow. 


On Intestacy 


A testator, male or female, may make 
a will, if he is 18 years old or older. 
Suppose he does not make one; how 
will his property go? If he is married 
the surviving spouse gets half if the 
testator is survived by issue, or by 
father, mother, brother or sister or their 
descendants; otherwise the surviving 
spouse inherits everything. She inherits, 
technically, as an “heir.” And here we 
may note that the term “surviving 
spouse” is invariably used in the code 
wherever we might expect the widow 
or widower to be referred to, the re- 
sult being the achievement of remark- 
ably complete equality between the 
sexes with respect to rights under the 


Code. 


The part not inherited by the surviv- 
ing spouse (or all the property if there 
is no surviving spouse) goes to chil- 
dren or their descendants, if any, and 
if none to other relatives in a rather 
conventional manner, except that by 
the new code remote collaterals are for 
the first time cut off from inheritance.* 


1Prepared under supervision of Joint Probate 
Laws Revision Committee created by 1953 legisla- 
ture. 


2Prepared for the Probate Law Division of the 
Section of Real Property, Probate and Trust Law 
of the American Bar Association by its Model 
Probate Code Committee in cooperation with the 
Research Staff of the University of Michigan Law 
School, and published in 1946 in “Problems in 
Probate Law, including A Model Probate Code” 
by The University of Michigan Press and Callag- 
han & Company. 


1016 


RICHARD D. SHEWMAKER 





Mr. Shewmaker, who is a member of the 
firm of Thompson, Mitchell, Thompson & 
Douglas of St. Louis, has been practicing 
law with that firm since graduation from 
Harvard Law School in 1930. 





Disinheritance 


lf the testator makes a will, to what 
extent can he cut off his spouse? If he 
has no lineal descendants the surviv- 
ing spouse may elect to take against 
the will and receive one-half; if the 
testator has lineal descendants, the sur- 
viving spouse, by electing, will receive 
one-third. By a “clear” provision in the 
will the testator may make provision 
for his surviving spouse which will be 
in lieu of the spouse’s right to exempt 
property, a year’s support, and a home- 
stead allowance — which special rights 
will be mentioned below. 


The testator can cut off his children, 
as he could before the new code, but the 
provisions on pretermitted children have 
been changed. Under the code two sit- 
uations are covered. Where the testator 
fails to mention or provide for any chil- 
dren born or adopted after the making 
of the will, the child in question is to 
receive a share equal to what he would 
have inherited if the testator had died 
intestate, unless it appears from the will 
that the omission was intentional, or un- 
less the will was made at a time when 
the testator had one or more children 


%Collaterals related to the decedent in the 10th 
degree, or more remotely, are cut off, the degrees 
being computed according to the rules of the civil 
law. 


known to him to be living and left sub- 
stantially all of his estate to his surviv- 
ing spouse. Wills may now be drawn in 
Missouri which will not need to be done 
over (as was frequently advisable be- 
fore the code) after the birth of every 
additional child. 


The second pretermitted child situa- 
tion is where at the time of making his 
will the testator (erroneously) believes 
that one of his children is dead and 
fails to provide for such child. In this 
situation the child will receive the share 
he would have received if the testator 
had died intestate, unless it appears 
from the will or from other evidence 
that the testator would not have de- 
vised anything to the child if he had 
known that the child was alive. The 
possibility of bringing in other evidence 
as to what the testator would have done. 
creates a noteworthy exception to the 
statute of wills. 


The provision for revocation of a will 
upon marriage followed by issue, has 
been repealed, and the new code pro- 
vides that, with one exception, no 
change in the testator’s circumstances 
revokes a will. This exception is a par- 
tial one only: when the testator is di- 
vorced after making a will the provi- 
sions in favor of the divorced spouse 
are revoked with the same effect as if 
the divorced spouse had died at the 
time of the divorce. Thus if property 
was left in trust with a life interest to 
the divorced spouse, the remainder in- 
terests will normally accelerate because 
of the divorce. 


Other Points to Watch 


The Missouri testator would do well 
to consider whether to provide what 
compensation his executor shall receive. 
If he makes such a provision, it will 
be binding unless the executor re- 
nounces it before qualifying. He may 
also desire to give his executor power 
to sell. without order of court, not only 
real estate, but personal property, for 
the code explicitly recognizes the valid- 
ity of both such powers, and their use 
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may, in some -cases, save trouble and 
expense during administration. 


If a specific bequest or devise is made 
of property which is encumbered (or 
may be when the testator dies) the testa- 
tor would do well to make particular 
provision as to how that encumbrance 
is to be borne. Perhaps he should do so 
in any jurisdiction, but the provisions 
of the new code bearing on this sub- 
ject (473.287; 473.290; 473.387; 474.- 
450) are rather complicated and there 
is therefore particular reason for care 
in this connection. 


Bar on Administration 


Let us suppose, now, that the testator 


has died. 


Application for letters testamentary 
or of administration must be made with- 
in five years from the decedent’s death. 
If there has been no administration, an 
application for the probate of the will 
must be made within this same _five- 
year period. 

The five-year limitation on applica- 
tions for letters was taken from §83 of 
the Model Code. It is submitted that 
this provision should not be copied in 
other states. No objection is seen to the 
barring of claims in five years when 
there is no administration, and the 
Missouri code, like $135 of the Model 
Code, contains a separate provision to 
that effect. But it is submitted that it is 
desirable to have a single individual, 
ie. an administrator, to receive and 
distribute money or personal property 
which may unexpectedly come to the 
decedent (or unexpectedly become val- 
uable) more than five years after his 
death, and that there are no offsetting 
benefits to be gained by prohibiting 
administration at that time. 


Notice of Letters—Claims 


But our assumed testator has a sub- 
stantial estate, and his will is probated 
and letters testamentary are applied for 
by his executor shortly after his death. 
Notice of letters must then be published 
once a week for four weeks. Also a copy 
of the notice (this is a new provision) 
must be sent by the clerk of the probate 
court by ordinary mail to each heir and 
devisee whose name and address are 
shown by the application for letters or 
other records of the court. Any will 
must be presented to the judge or clerk 
within nine months from the date of 
first publication of the notice of letters 
testamentary or of administration. 


Claims must be filed within nine 
months after the first publication of 
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notice of letters. This is a change from 
the year provided by the former non- 
claim statute. The claims which are 
barred unless filed include not ‘only 
claims due and not yet due, claims 
liquidated or unliquidated, claims in tort 
as well as in contract, but contingent 
claims as well, claims which may never 
come into existence as liabilities at all 
because dependent on _ contingencies 
that may or may not happen. Contin- 
gent claims based on warranties in con- 
nection with the conveyance of real 
estate are excepted from those which 
must be filed within nine months. Costs 
of administration and claims of the 
United States and tax claims of the 
State of Missouri and _ subdivisions 
thereof, are likewise excepted from the 
nine months non-claim statute. 


The previous highly technical provi- 
sions for exhibition and presentment of 
claims are repealed, and simple filing 
in the probate court is all that is re- 
quired to meet the non-claim statute. 
Claims filed after six months but within 
the nine months period are, however, in 
the lowest classification of claims. 


Family Allowances 


Marked changes in the previous law 
are made with respect to the assets 
which are not subject to the claims of 
creditors. 


First, there is exempt property. The 
family bible and other books, all wear- 
ing apparel of the family, all household 
electrical appliances, all household mus- 
ical and other amusement instruments, 
and all household and kitchen furniture, 
appliances, utensils and implements, go 
to the surviving spouse. if any; other- 


wise to the unmarried minor children, 
if any, of the deceased. To the extent 
that this property does not exceed 
$2,000 in value it is not subject to ad- 
ministration and is exempt from all 
claims. But it goes to the surviving 
spouse or unmarried minor children 
even if it is worth more than $2,000. 


The surviving spouse and unmarried 
minor children are entitled to an allow- 
ance for maintenance for one year, ac- 
cording to their previous standard of 
living, taking into account the condi- 
tion of the estate. A widower is as much 
entitled to the year’s support as a widow. 
The payments are for the use of both 
the surviving spouse and the unmarried 
minor children, and if they are not liv- 
ing together the payments may be di- 
vided. Note that the children need not 
be children of the spouse who survived, 
but may be by an earlier husband or 
wife of the decedent. The allowance for 
a year’s support is exempt from all 
claims, including claims for estate and 
inheritance and other taxes, and ex- 
penses of administration. 


The surviving spouse or unmarried 
minor children (either, but not both, 
this time) have a further right which 
departs even more drastically from pre- 
vious Missouri law. This is the “home- 
stead allowance.” It is in lieu of all 
dower and homestead rights in the de- 
cedent’s land. While called a “home- 
stead allowance” it has nothing to do 
with the family home. The amount of 
the homestead allowance is 50% of the 
value of the estate (exclusive of the 
exempt property and the allowance for 
a year’s support), but not exceeding 
$7,500. It is exempt from all claims 
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Courtesy of George Lichty and Chicago Sun-Times Syndicate 


“What sort of will would you like to have, Mr. Fignewton? 


. .. Short and simple? ... 


Or one that will go clear to the Supreme Court?” 
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against the estate. Indeed exemption 
from all claims may be its principal 
value, for it is to be charged against the 
share to which the person who receives 
it is entitled under the will or by the 
laws of intestate succession. It is not 
clear whether a widow or widower who 
elects to take against the will is entitled 
to a homestead allowance. 


If there is a surviving spouse he or 
she gets the homestead allowance abso- 
lutely; unlike the allowance for a year’s 
support, it is not for the use also of the 
unmarried minor children. If there are 
unmarried minor children and no sur- 
viving spouse there is a provision for 
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Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient “‘staff and line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line”’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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the adjustment downward of their 
shares of the homestead allowance to 
take account of any adult or married 


children. 


It is even possible that the family 
home may become the homestead allow- 
ance after all, for there is a provision 
for the selection of property. real or 
personal, to satisfy the homestead 
allowance. If real estate is selected. 
however, it must be specifically men- 
tioned in the application for the allow- 
ance. The application for the homestead 
allowance must be filed within ten days 
after the expiration of the nine months 
period for filing claims. Otherwise it is 
waived—and there is still no homestead 
under any other law of Missouri. 


Notwithstanding the complete elimi- 
nation of dower, courtesy and home- 
stead in the case of a decedent’s estate, 
there is reason to require a spouse to 
give “express assent, duly acknowl- 
edged” to a conveyance of real estate. 
For, without that assent, the code pro- 
vides that any conveyance of real estate 
by a married person “is deemed to be 
in fraud of the marital rights of his 
spouse (if the spouse becomes a surviv- 
ing spouse) unless the contrary is 
shown.” . 


Lawyer’s Role 


The executor may not appear in court 
except by attorney, unless the executor 
is himself a lawyer, and the attorney 
for a non-lawver executor must not be 
a salaried emplovee of the executor. This 
prohibition applies to individual as well 
as corporate executors, consistently 
with the theory that an executor or ad- 
ministrator, in appearing in court, is 
acting in a_ representative capacity. 
rather than pro se. This theory was 
apnarently adopted by the Missouri 
legislature following the recent decision 
of the Supreme Court of Arkansas in 
Arkansas Bar Association v. Union Na- 
tional Bank of Little Rock (1954) 273 
S.W. 2d 408. 


Any executor or administrator may, 
however, prepare and file his own in- 
ventories and settlements. Here again 
the theory of the Arkansas case is fol- 
lowed: it may be necessary to anpear 
in court in connection with an inventory 
or settlement, but the preparation and 
filing of one does not of itself involve 
an appearance in court necessitating an 
attorney. 


Compensation 


Formerly the execu'or or administra- 
tor was entitled to a flat 5% commis- 


sion on personal property and money 
arising from the sale of real estate, and 
might take credit in his settlements for 
reasonable charges for legal advice and 
service. The new provisions (which con- 
trol in the absence of provisions in the 
will or if the executor renounces the 
compensation provided in the will be- 
fore qualifying) are more complicated, 
and are not patterned after the law of 
any other state. 


When there is only one executor or 
administrator he is allowed, as mini- 
mum compensation for his services, the 
following percentages of the value of 
personal property administered and of 
the proceeds of all real property sold 
under order of the probate court: 


On first $5,000, 5% 

Next $20,000, 4% 

Next $75,000, 3% 

Next $300,000, 234% 

Next $600,000, 214% 

All over $1,000,000, 2%. This is 


truly minimum compensation; in any 
case where reasonable compensation is 
in excess of the minimum the court 
is required to allow such additional 
compensation as will make the total 
compensation reasonable and adequate. 
The statute explicitly provides that per- 
formance of extraordinary services is 
not necessary to entitle the executor or 
administrator to the additional com- 
pensation. Thus one problem that has 
been troublesome elsewhere is avoided. 


When there are two or more joint 
or successor executors or administra- 
tors, a different provision applies. In 
this situation the executors are to re- 
ceive reasonable compensation, not to 
exceed twice the minimum discussed 
above, or 5%, whichever is less. But if 
possession has been taken of real estate 
which has not been sold under orde: 
of the probate court, or if extraordinary) 
services have been performed, then the 
maximum limitation on reasonable com- 
pensation does not apply. This is the 
only situation involving the question of 
what services are extraordinary. Com- 
pensation is to be apportioned between 
joint or successor executors “by the 
court according to the services actually 
rendered by each, or as they may agree. 


Attorneys for the estate are to be 
allowed minimum compensation for 
their services according to the same 
schedule that applies where there 1s 
only one executor or administrator. 
Here again the court must allow addi- 


(Continued on page 1071) 
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A Message to Lawyers 


whose clients may need more than 
conventional Custody Service... 


... who would benefit by organized and consistent . 
guidance in the management of their investments. 


Our Advisory Custodian Service offers just such 
guidance. For it provides research and analysis, periodic 
reviews and continuing supervision of all securities 
deposited with us. 


Each account is handled on an individual basis. We 
have no pattern of “standard” investment policies. The 
officer who handles an individual’s account serves as 
his personal representative to the end that each rec- 
ommendation we submit will meet—as well as we can 
judge—your client’s particular requirements. 


We'd be happy to talk with you about our Custody 
and Investment Services...and how they may help you 
with investment problems. Call on us at any time. 


IRVING TRUST COMPANY 
One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 Total Assets ove $1,402,000,000 
WituaM N. Enstrom, Chairman of the Board Ricuarp H. West, President 


Epwarp J. Vertcu, Vice President in Charge, Personal Trust Division 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


DECEMBER 1955 
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Business Interests 


AND WIDENING HORIZONS FOR PROPERTY MANAGEMENT 


RICHARD P. CHAPMAN 


President of the Trust Division, and President, The Merchants National Bank of Boston 


N TWO IMMENSE DIMENSIONS OF PO- 

tential trust service we have ‘scarcely 
scratched the surface. One of these is 
in serving the small estate. We also 
have made a measure of progress, not- 
ably in the development of the common 
trust fund device, but elements of al- 
most prohibitively high servicing costs 
still remain to be licked before the small 
trust account becomes an equally at- 
tractive vehicle both for trustee and 
beneficiary. We will be doing a great 
service to the American public when we 
solve this equation, as we must. 


The other great and largely unreal- 
ized market for our services is in es- 
tates consisting primarily of real prop- 
erty, business interests, or securities of 
closely-held corporations. In an article 
“Who Owns the Nation’s Wealth?” 
(April 1953 Business Record, of Na- 
tional Industrial Conference Board) the 
net consumer wealth of the nation was 
estimated as exceeding $745-billion at 
the beginning of 1952, $265-billion, or 
one-third of which represent these kinds 
of assets: about $100-billion in farm- 
owner assets, $100-billion in non-farm 
real estate, and $65-billion in unincor- 
porated business and privately owned 
corporations. 


As yet another measure, there were 
4,179,000 businesses of all types in op- 
eration in this country on Jan. 1, 1953, 
according to the Department of Com- 
merce of which only 539,000 were cor- 
porate. Of the latter, the S.E.C. recently 
estimated that only 2% by number en- 
joy reasonably adequate market quota- 
tions for their stocks. 


An increasing number of business in- 
terests, are being left in the hands of 
bank trust departments, to an extent 
which is requiring many of the large 
institutions to set up special departments 
or other facilities to deal with the prob- 
lems involved. The generous sharing of 


From address before Mid-Continent Trust Con- 
ference, Nov. 3, 1955. 
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experience is highly essential, for we 
have much to learn if we are to func- 
tion competently in these new areas. 


New Viewpoint Needed 


The time has come to abandon what 
seems to me to be a generally apolo- 
getic and defensive attitude toward ac- 
cepting accounts involving business or 
property in trust, and to adopt an 
affirmative viewpoint of preparing our- 
selves to handle such trust business, and 
welcoming such accounts. 


Our present approach to this type of 
estate all too often appears to the 
customer to be regressive and weighted 
by a desire to avoid not merely possible 
liability to the bank, but the assumption 
of any responsibility for intelligent 
judgments after the testator’s death, ex- 
cept on routine estate matters. In estate 
planning this is sometimes observable 
in the determined effort, however 
praiseworthy on other grounds, to li- 
quefy the estate whether by life insur- 
ance or other means, or to provide ma- 
chinery for disposing of the business 
interests to named individuals in ac- 
cordance with a predetermined price 
formula, or to turn over management 
to named individuals with no respon- 
sibility for their subsequent conduct of 


the business. Or, where such policies of 
avoidance are ineffective in barring the 
door to responsibility, there is too often 
a disposition to dispose of the business 
so received on the first bona fide offer, 
even though there be no real need for 
cash for the estate itself. Frequently 
one or more of these courses of action 
may be the wisest thing for the estate 
but this “red-hot poker” type of ap- 
proach is hardly calculated to produce 
the best result for the beneficiaries un- 
der all conditions and is all too obvi- 
ously loaded, however subconsciously, 
on the side of minimizing the bank’s 
acceptance of responsibility, as disting- 
uished from exposure to risk. I don’t 
believe we can expect to cut a large 
figure in this field if our ambition does 
not reach beyond the performance of 
merely routine duties. 


It is only prudent for us to examine 
closely the reasons, other than tradition 
and inertia, which may have deterred 
banks from actively entering this field. 
Let us review some of the more import- 
ant objections or drawbacks that have 
been raised. 


First is the question of competency to 
fulfill the obligations of trusteeship 
where specialized and “closely held” 
assets comprise most of the corpus. Cer- 
tainly no bank should seek or accept 
appointments where it does not feel it- 


self qualified. 


We need no claim to expertness in 
any line of business to advance our 
qualifications, which rest upon broad 
experience in dealing with and apprais- 
ing business managements, in obtain- 
ing expert assistance to help solve busi- 
ness problems, and in the comprehen- 
sion of detailed financial reports, upon 
our specialized experience in trust ad- 
ministration and reputation for integ- 
rity. 

Where some banks have obtained a 
sufficient volume of this business, they 
have gained thereby not only consider- 
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able practical experience but the oppor- 
tunity for specialization of services, 
whether by creating a separate trust 
committee in some cases, by delegating 
senior officers for fulltime service, or by 
setting up special units. I do not think 
that this field is the special province of 
larger trust institutions only. The most 
important single requisite for dealing 
with these unusual estate problems is 
ordinary common sense. 


It is said that an individual as fidu- 
ciary can be more aggressive and flex- 
ible in his approach to handling a busi- 
ness than can a bank, which tradition- 
ally inclines to the cautious. | suspect 
that this is sometimes another way of 
saying that a bank would not counte- 
nance the cutting of corners, legal and 
ethical, sometimes practiced in business. 
We cheerfully yield any such business 
to others, for it is no part of our duty 
to lower our standards. But an individ- 
ual might well have a more positive at- 
titude toward taking new risks or to- 
ward aggressive expansion of a business 
held in trust than would a bank nor- 
mally. In this respect we must adopt a 
more progressive point of view; we are 
not appointed fiduciary to preside at 
the dissolution of family empires. 


The Legal Aspects 


There is no special provision for the 
business interest or the closely held 
corporation in trust law, and indeed it 
runs counter to some historic trust con- 
cepts, including the rule of diversifica- 
tion of risk. Where a controlling inter- 
est in a corporation is held, the rela- 
tionship of the fiduciary to the corpor- 
ation and its minority stockholders is 
largely undefined. Where the business 
is unincorporated, we know that in 
carrying it on we subject ourselves to a 
considerable assortment of liabilities, 
not all of which can be adequately cov- 
ered by insurance. 


It is never wise to accept duties and 
responsibilities without corresponding 
grants of powers; lacking the latter, as 
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“You think this is bad? You should’ve seen 
his idea three years ago for giving out the 
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sity PROPERTY INSURANCE. see vYouR HOMETOWN 4 


the bill came to $2,042 803,288 
paid by THE HOME | 
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When it comes time to 
collect, you realize the value of 
good insurance. 


non thousands of people—homeowners, businessmen, farmers. 
made this discovery about The Home Insurance Company. 
a the burning of cities, windstorms and other disasters, j 
Home has poid—big losses ond small—promptly and fairly. 
The valve ofthe services of The Home con be 
measured by the size of the bill—over two billi 
paid out in losses since 1853. tinea 
Equally important have been the humon, devoted i 
; " ind 
services of the agents of The Home. Without them, _— 
this record could never have been attained. ‘ 








For your protection, it’s wise to see your own Home agent. 


THE HOME 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE « AUTOMOBILE * MARINE 
The Home Indemnity Company, an affiliate, writes 
fae Casualty Insurance, Fidelity and Surety Bonds 
‘ompany represented by over 40,000 local agents and brokers 








Advertising like the above 

keeps your customers continuously 
informed about the value of 
Home’s quality protection. 

Of course, it is in the interest 

of both bank and borrower to 
have the very best insurance 


available. 
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where the will is silent, we operate in 
this specialized field at our peril. 


In fact, the most important initial 
requirement is that the instrument un- 
der which we are to serve be the prod- 
uct of an experienced and competent 
draftsman, and convey the broad pow- 
ers needed to retain and handle busi- 
nesses or property interests in trust, 
with exonerations for so doing. While 
the value of these latter is untested in 
many jurisdictions, it is important to 
have exculpatory clauses. 


Of almost equal importance, and in 
the testator’s interest, is that the bank 
be consulted during the estate planning 
process and before final execution. We 
thereby familiarize ourselves in advance 
with the problems of the testator’s es- 
tate and of his business, learn his wishes 
and objectives firsthand, work in a pre- 
liminary way with his legal counsel, in- 
surance and tax advisers and trusteed 
business associates, and review, the 
provisions of the will. 


1 strongly urge that in this whole 
field we educate our customers to ad- 
vance consultation so that we shall not, 
too late, find there is no effective way 
to accomplish the objectives, or per- 
haps subject the bank to risk it should 
not assume. In fact we should actively 
seek this type of business for in so do- 
ing. we are much more likely to be 
consulted at an early planning stage. 
which works to the mutual benefit. 


Where the bank has been consulted 
in advance, it has an obligation to serve 
except under unusual changes of cir- 
cumstance: conversely it has no clear 
duty to accept appointment where it has 
no prior knowledge, without first scru- 
tinizing the instrument, the business. 
and surrounding circumstances. If we 
carefully review our ‘egal powers, and 
discharge our duties to the best of our 
abilities, it would appear that we would 
be assuming no undue risks, but the 
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value of competent legal guidance 
throughoout the life of the account can 
hardly be overstressed. 


Sometimes it is possible to obtain 
protection by asking for prior court 
approval of an action where a question 
of interpretation of instrument or the 
law is involved. In some instances ap- 
proval, of our actions by the benefici- 
aries is particularly useful where the 
instrument itself offers no help. The fi- 
duciary is operating outside the broad 
historical pattern of trusteeship by re- 
quest and design, and therefore is en- 
titled to be relieved of liability. 


Adequate Compensation 


It is correctly pointed out that these 
accounts require substantially more 
work and responsibility than do most 
trust accounts, which are generally gov- 
erned by relatively simple and well-un- 
derstood powers and duties, and are in- 
vested in well-known and easy-to-follow 
securities, commonly held in our other 
accounts. In many states fiduciary fees 
are governed by statute, and in those 
states where the rule is one of reason- 
able compensation, there is a burden 
of proof on a trustee to justify charg- 
ing a special higher fee. 


We are clearly entitled to be fairly 
paid for what we do, and it requires no 
great effort to show that this type of 
account requires an exceptional degree 
of attention by our best personnel. Both 
the quantity and quality of performance 
called for is high. Indeed, it is in the 
interest of our customers to do so. 
to provide adequate incentive for trus- 
tees to accept these heavier burdens. 


The most satisfactory solution is for 
the instrument to specify the right of 
the trustee to receive extra compensa- 
tion. but without specifying a percent- 
age because compensation in such cases 
does not lend itself to a formula. Our 
problem is really one of education—of 
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the bench, the bar, and the public—to 
the need for extra payment for the 
extraordinary duties involved. In a “rea- 
sonable compensation” jurisdiction, 
once a sound basis for making an extra 
charge has been reached, it can be 
supported by records of work done, time 
required, and responsibilities assumed, 
perhaps buttressed by testimony from 
expert witnesses. Where statutory fee 
schedules prevail, and the instrument 
makes no special provision, an agree- 
ment by the current beneficiaries to ap- 
prove extra compensation frequently 
removes the problem. 


Decide on Merit 


Some other objections to acting as 
trustee for closely held businesses have 
been advanced. For example. a_ bank 
not only finds itself lending money to 
corporations which it controls in a fidu- 
ciary capacity, but sometimes indirectly 
assuming the role of employer of some 
of its most important customers, or 
possibly — even worse — of one of its 
own directors! It can find itself hold- 
ing competing businesses in trust. The 
possibilities are almost endless, involv- 
ing both legal complications and diff- 
cult problems of policy and public rela- 
tions. Doubtless some really delicate de- 
cisions will occasionally confront us. 
and we may well find ourselves obliged 
to decline some otherwise desirable busi- 
ness. It should be sufficient, however, to 
decide each case on its merits. 


This problem (of administering busi- 
ness assets) will recur more frequently 
as time goes on. If your policy has been 
to avoid such estates, I respectfully sug- 
gest that you re-examine it. Enlightened 
self-interest, if nothing else. dictates 
that we should explore this large area 
of potential trust service fully and con- 
structively. substituting for the nega- 
tive and defensive attitudes long too 
prevalent the positive approach of dis- 
covering and removing obstacles. 
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Regarding a property sale... 
a Hlorida Banker writes: 
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is Known by the Correspondents it Keeps 


THE HANOVER BANK 


Member Federal Deposit Insurance Corporation 
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POLICES FOR BANK—TRUST COORDINATION 
AND OPERATING EFFICIENCY 


RAYMOND H. TROTT 


President, Rhode Island Hospital Trust Company, Providence 


EGARDLESS OF ITS SIZE AND VOL- 
R ume in relation to the banking 
department, the president of the bank 
must regard his trust department with 
a great deal of respect and considera- 
tion. Unfortunately, the dignity of effort 
so necessary in trust operations does 
not always carry with it profitable re- 
sults from an earnings point of view. 


As with most corporate activities, the 
top executive is the key to the operating 
personnel under him. With this in mind, 
the bank president must realize that any 
inadequacies he may see in his trust 
department are a reflection on his own 
effort, and act accordingly. 


All too frequently the trust depart- 
ment functions with entirely too little 
emphasis on its relations to the bank 
as a whole, often to the detriment of 
trust department efficiency and results, 
and with loss to the banking depart- 
ment. There should be close liaison be- 
tween the personnel of the two depart- 
ments, both senior and junior. 


Banking executives regard the trust 
activities with certain reservations, more 
or less predicated upon a lack of under- 
standing, and the trust department exe- 
cutives drift apart in their concern with 
the technical aspects of their work. It 
could probably be rightfully said that 
this lack of cooperative effort is more 
largely the fault of the top trust depart- 
ment executives in not encouraging their 
subordinates to realize the problems of 
the bank as a whole and in not them- 
selves making the necessary effort. Fre- 
quent meetings between personnel of 
the two departments, at which the prob- 
lems of both can be discussed in broad, 
not detailed, perspective is the logical 
answer. The senior officers of the trust 
department. should at all times be in- 
formed on general bank policies and 
activities and be put in a position where 
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their counsel and opinion may be uti- 
lized to the fullest. By the same token, 
top bank executives should be cogni- 
zant of trust department policies and 
problems and be called on for help 


when necessary. 
Importance of Executives 


It is only good corporate practice to 
say that the president of a bank should 
look only to the head of the trust de- 
partment and not undertake to deal di- 
rectly with separate departments. As the 
bank as a whole takes its tempo from 
the president. so does the head of the 
trust department set the pace by his 
own personality and effort. If the presi- 
dent fails to find in the head of his trust 
department those qualities, he must in- 
deed be concerned. 


One feature of successful executive 
functioning is, of course, adequate pro- 
vision for succession. Yet too often is 
this simple fact ignored, with oftentimes 
lamentable results. And as the trust 
department must function on a long- 
time basis, a strong succession line-up 
gives the best assurance to present and 
prospective customers. Banking as a 
whole has, unfortunately, not kept pace 
with industry in its effort to attract the 
number of young men of ability neces- 
sary to assume future leadership. This 
problem must be solved if corporate 
trusteeship is to function successfully. 


As the president of a bank looks at 
the details of trust operations, he can- 
not help but be impressed with the dif- 
ferent skills ‘required and basic all- 
round ability that the various trust de- 
partment executives must have to apply 
successfully their specialized knowledge 
to the day-to-day problems. The com- 
plexity of the modern life of the indi- 
vidual, with its various forms of wealth, 
its government regulations and taxes, 
finds its way to the trust department. 


We frequently have a going business 
to service. It is generally agreed that a 


trust department should not directly 
operate a going business but concern 
itself only to the extent of providing a 
board of directors which should in turn 
set the policy and supervise the opera- 
tions of skilled management. The trust 
official should not attempt to run a 
manufacturing plant except as he may 
make a contribution as a director. 


The activities of a trust department 
are business activities; the practice of 
law is a professional activity: the two 
should complement each other. Failure 
to call upon the qualified expert could 
and sometimes does subject the bank to 
a liability that should not be assumed. 
The president of the bank must be 
assured that his trust executives are 
keenly alive to the desirability of work- 
ing with and respecting the rights of 
professional groups and that they ap- 
preciate the necessity of calling for pro- 
fessional services when such service is 
indicated. Advertising of trust services 
can easily violate good professional re- 
lations unless carefully watched. 


Investments may be said to be the 
essence of trusteeship. Investment poli- 
cies should be set by directors and sen- 
ior officers acting on the advice of 
trained specialists, especially where pur- 
chase of equities is permitted by law 
and done as policy. 


The individual agency department is 
generally a growing one; indeed, many 
banks consider it the most fertile me- 
dium of all. An agency account can be 
translated into a trust or estate as a 
natural course of procedure. Some 
banks, particularly in larger cities, pro- 
fit in corporate trust services as se- 
curity ownership becomes more general 
and market activity more pronounced. 
Pension trusts will inevitably continue 
to grow—a fertile field of activity. 
There is much talk now of the variable 
pension fund which will take cognizance 
of fluctuating costs of living. 
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Mechanization of functions should be 
adopted where the expense can be justi- 
fied by services rendered and the re- 
duction of costs. It is very easy to say 
the costs are too high and fees too 
small. Service should be rendered only 
to the extent that it can be given profit- 
ably. Fees charged for fiduciary services 
have seriously lagged behind increasing 
costs. There is a point of diminishing 
return beyond which fees cannot be in- 
creased without losing business, but I 
think this is a much higher figure than 
many have heretofore thought. Reim- 
bursement for extraordinary services 
demanded is a partial means of offset- 
ting mounting costs and should be 
carefully studied and applied. The pro- 
fitable operation of a trust department 
should be and is the concern of every 
bank president. Unfortunately, few if 
any have found the complete answer. 


Trust Committee Main Key 


Operations of the trust department 
should be carried out under the direc- 
tion of a strong directors’ trust com- 
mittee of which the president should be 
an ex-officio member. This committee 
should set trust department policies and, 
either directly or through sub-commit- 
tees, exercise a control over the invest- 


ment of trust funds and make decisions 
on all matters that require exercise of 
discretionary authority. It is often con- 
sidered desirable to have at least one 
other senior officer of the bank attend 
these committee meetings. The Commit- 
tee may act directly under the board of 
directors or be a sub-committee of the 
executive committee and report to it. 


An active working trust committee is 
the key to successful trust department 
functioning, not only on the policy level 
but in the operations picture, and should 
be comprised of men known in the com- 
munity for fiduciary ability. Full rec- 
ord of committee proceedings should 
be available to all trust department offi- 
cers. Meetings should be held at fre- 
quent regular intervals, and _ special 
meetings for the consideration of mat- 
ters that require protracted discussion. 


The personnel of a trust department 
should assume their fair share of civic 
responsibilities. Individuals should be 
encouraged to take active part in the 
operation of charitable organizations, 
and the trust department should hold 
itself out as willing and eager to act 
in sundry capacities in the handling of 
their finances. This is not only good 
citizenship but extremely good public 
relations. Charitable accounts should 


not be handled at a loss but should be 
taken at a modest profit or at cost. 


The trust department should be rep- 
resented in the setting of public rela- 
tion policies for the bank as a whole, 
and be governed by consideration for 
the welfare of the whole bank. The 
growing concentration of wealth in the 
trust departments of banks can only be 
successfully administered if we who 
have that responsibility are keenty alive 
to current events and their significance. 
Capitalism and Communism will prob- 
ably be locked in combat for the next 
generation. The future of the world’s 
economy depends upon the outcome of 
that struggle. One of Capitalism’s great- 
est weaknesses has been the “boom to 
bust” cycle. The most ominous signs of 
the resumption of inflation have been vis- 
ible only since July when the steel wage 
settlement and the accompanying ad- 
vance in steel prices touched off a wage- 
price spiral which has been reflected in 
the share advance in the index of com- 
modity prices other than farm products 
and foods. It is of utmost importance 
that commodity price inflation be 
stopped and that the excesses of the 
boom be curbed. Consequently, it be- 
hooves all of us as bankers to cooperate 
with the monetary authorities whose 
goal is a stable economy. 
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ESTATE PLANNING 
hide / 954 Y oe  ——— Pak 


R. N. GRESHAM 


Boyle, Wheeler, Gresham, Davis & Gregory, San Antonio, Texas 


] KNOW OF NOTHING MORE HELPFUL 
‘in the drafting of a will or trust in- 
strument than the suggestions coming 
from a trust officer in making it prac- 
ticable and workable in its execution. 
The most important problem of all in 
estate planning is to allay the misgiv- 
ings of some people as to the expense 
and impersonal attitude of a corporate 
trustee and enable them to understand 
such is not so and to realize the bene- 
fits that can be obtained by the use of 
such corporate trustee. In many, if not 
practically all, instances it almost 
amounts to a tragedy to cast upon the 
surviving wife, already overcome by 
shock in the loss of her husband, the 
burdens and anxieties attendant in the 
administration of an involved estate 
or, even if not involved. the responsi- 
bilities of an investment policy. 


New Code Sec. 2503, which gives the 
benefit of the annual exclusion for gift 
tax purposes to gifts made to trusts for 
minors, has a pitfall which is overlooked 
by many donors and even practitioners. 
Since the power of appointment (which 
must be granted) in most states is not 
available to the minor and in the event 
of his death the parents will inherit 
back the gift, this means that they will 
get the property back and have it in 
their estates if the minor predeceases 
the donor parent. This section has no 
advantage where the parents are of 
substantial means and are attempting to 
reduce their taxable estates by substan- 
tial gifts for the benefit of their minor 
children, since the use of such a type 
of trust, first, does not fully accomplish 
the objective and, secondly, is an inad- 
equate gift when limited to the amount 
of the exclusion. Of course, an excep- 
tion would lie where the gifts thereto- 
fore made have already placed the 
parents in such gift tax brackets that 
they are nearing their maximum estate 
tax rates. In such instances, the use 
of this type of trust offers the possibility 
of everything to gain and nothing to 


Condensed from address at Mid-Continent Trust 
Conference, Houston, Tex., Nov. 4, 1955. 
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lose, taxwise. These Sec. 2503 trusts do, 
however, present a usable vehicle for 
reducing gift taxes and at the same time 
eliminating estate taxes for grandpar- 
ents as to gifts for the benefit of their 
minor grandchildren, since such chil- 
dren’s death will only result in the don- 
ors’ children and not the donors re- 
ceiving the trust property. 


In many instances, the use of the life 
estate for gaining the marital deduction 
is quite helpful, particularly in the case 
of the surviving husband, in that where 
the devisee is qualified it simplifies 
management by the elimination of a 
trust. The new fractional interest pro- 
vision for the marital deduction en- 
ables several to participate in one prop- 
erty held by the trust, although such 
latter situation could have been met 
under the old Code by creating several 
trusts with undivided interests. 


(In concluding his remarks on in- 
come taxation, Mr. Gresham recom- 
mended the monograph “Income Taxa- 
tion of Estates and Trusts” by Arthur 
M. Michaelson, issued by the Practising 
Law Institute, 20 Vesey Street, New 
York, N. Y.) 


The big question under the 5% rever- 
sionary interest rule for estate taxation 
of life insurance is whether the statute 
reaches transfers that have completely 
vested the ownership of the policy in 
another, but by operation of law (i.e.. 
inheritance or devise) there may be a 
return of the policy. No court has ever 
held that the possibility that the donee 
might return the gift constituted a re- 
version. Where the gift was held in fee. 
the possibility that the donor might in- 
herit from the donee was rejected as a 
taxable possibility of reversion in Hall’s 
Estate, 152 F. 2d 172. A more narrow 
question arises whether, where the 
donee is a minor since, being without 
power to transfer (unless the rationale 
of Kieckhefer applied) or being with- 
out power to make a will, there is the 
possibility that the minor might die be- 
fore attaining majority and in such 


event the parent-assignor would inherit 
the policy. 

The premium test was eliminated, it 
had its purpose, and certainly the courts 
should go along with it on a reasonable 
basis and not reach out to the extreme 
cases illustrated above for a reversion- 
ary interest. There is certainly no actu- 
arial basis therefor. 


It is generally considered that when 
another takes out the policy and is the 
beneficiary-owner but the insured gives 
the premium funds to such other, the 
reversionary rule would not apply. This, 
of course, only applies to new policies. 
As to old policies, where there are a 
sufficient number of family members 
for them to take, say in sequence. the 
5% rule can be eliminated by sheer 
numbers. This can apply to direct own- 
ership or where held in trust. If there 
are not enough contingent takers to 
eliminate the 5% rule but the insured 
deems it immaterial as to who would 
take the proceeds after certain family 
members are provided for, then the 
use of an exempt ultimate taker meets 
the problem. 


However, where there are an insuff- 
cient number of desired takers to elim- 
inate the 5% rule and the insured would 
not want to lose the policy if they should 
all be prior deceased, then it is sug- 
gested that all is to be gained by mak- 
ing a complete assignment of the policy 
and taking a chance that the reversion- 
ary rule will not apply. Some in an 
attempt to circumvent the reversion. 
have included a provision in the assign- 
ment that the insured-assignor disclaims 
all right of inheritance. While possibly 
good as to avoiding a bequest under 
Brown v. Routzahn, 63 F. 2d 914, if 
such present disclaimer is effective it 
would appear to be ineffective as to 
inheritance by intestacy under the rule 
announced in the Hardenbergh case, 


17 T.C. 166. 


A contemplation of death problem 
exists where a portion of the premiums 
is paid within three years of death by 


TRUSTS AND EsTATES 











rit 


it 
irts 
ble 
me 
on- 


hen 
the 
ves 
the 
his. 
‘ies. 
ea 
ers 
the 
leer 
wn- 
lere 
to 
ired 
yuld 
nily 
the 


eets 


lim- 
ould 
ould 
sug- 
nak- 
licy 
sion- 
) an 
sion. 
sign- 
aims 
sibly 
nder 
A, if 
ve it 
is to 
rule 
case, 


blem 
jums 


h by 


ATES 





the insured. Will such payment be in 
contemplation of death and if so will it 
be the amount of the premiums or the 
proportion of the policy measured by 
the proportion of the premiums paid 
within the three years preceding death. 
Some suggestion has been made that 
this problem can be eliminated by the 
insured giving the premium money to 
the assignee and the latter in turn pavy- 
ing the company. This admittedly is 
tenuous and brings into review the 
cases dealing with the indirect payment 
of premiums. 


There is also the question as to what 
is 5‘% of the value of the policy imme- 
diately before the death of the decedent. 
The section provides that the value of 
a reversionary interest at any time shall 
be determined, without regard to the 
fact of the decedent’s death, by the 
usual methods of valuation. Apparently 
this would apply to the value of the 
policy immediately before death, which 
would involve the replacement terminal 
reserve and cash value and not the 
full proceeds. Where there is a new 
policy of little cash value or possibly 
none, the 5% would not leave much 
dollar value on which exclusion could 
be based. The thought in our office is 
that we should proceed with main 
strength and awkwardness along the 
lines suggested and not wait until all 
these questions are answered since the 
insured may long  predecease such 
answers. 


A A A 


Bank Forum Hears Casner 


More than 600 lawyers, life under- 
writers and accountants heard Prof. A. 
James Casner of the Harvard Law 
School, guest of the National City Bank 
of Cleveland, speak October 10, on 
“Typical Present-Day Estate Planning 
Arrangements and the Reasons They 


Are Adopted.” 


Professor Casner, well known author, 
associated with the Boston law firm of 
Ropes, Gray, Best, Coolidge and Rugg, 
pointed out that estate plans must be 
individualized, not assembly-line prod- 
ucts. He said that it is more necessary to 
plan small estates effectively than large 
estates because the savings in shrinkage 
mean so much to the beneficiaries. As 
an example, he added that “If you have 
a $5-million estate, nobody is going to 
starve to death no matter how badly you 
bungle the planning.” 


The speaker added that it is always 
economical to equalize the husband’s 
and wife’s estates through gifts during 
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their lifetime. Then each will have con- 
trol of the entire estate after the death 
of the other if proper arrangements are 
made. He said the revocable living trust 
is a very useful arrangement to solve 
many perplexing problems of estate dis- 
tribution and the transfer of property 
after the death of its owner. He urged 
that flexibility be given to the trustee in 
making arrangements to augment in- 
come for the maintenance, comfort and 
enjoyment of the members of the family, 
and flexibility in discretionary power be 
given to the beneficiaries to change the 
trust by their wills or otherwise for the 
ultimate beneficiaries. 


Calendar of Trust Events 

Feb. 6-8—Mid-Winter Trust Conference, 
American Bankers Association 

Apr. 26—Illinois Bankers Association, 
Trust Division, Danville 

May 6-8 — Connecticut Bankers Short 
Trust Course, Storrs 

May 16-17—Indiana Bankers Association, 
Trust Conference, Indianapolis 

May 21-23—Mississippi Bankers Asso- 
ciation, Trust Division, Buena Vista 

June 4-8—American Institute of Bank- 
ing, Dallas 


June 30-July 3—Million Dollar Round 
Table, Cruise to Bermuda (Kungs- 
holm) 
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® Pension Trust 
® Investment Counsel 
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“FIDUCIARY 
SERVICE 


BECAUSE Chicago Title and Trust Company is 
unique in Illinois for its length of experience and 
range of facilities. Active in trust administration 
for over 65 years, it offers many services including: 


® Testamentary Trust 


® Ancillary Administration 


You choose well when you choose Chicago Title and 
Trust Company to serve you and your customers 
on all fiduciary matters affecting Illinois property. 


Chicago Title 
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FPRA CONVENTION ROUND-UP 


EVEN HUNDRED BANKING PUBLIC RE- 

lations officers and nearly 300 wives 
and guests attended the 40th Annual 
Convention of the Financial Public Re- 
lations Association at the Hollywood 
Beach Hotel, Hollywood, Fla., Novem- 
ber 13-17. After social gatherings on 
Sunday, the convention got down to 
work promptly on Monday with the 
daily nine o’clock School of Merchan- 
dising and the many specialized depart- 
mentals and clinics. 


The growth of the public relations 
movement during the 40 years of FPRA 
was summarized with particular refer- 
ence to the accomplishments of the past 
year, at the Monday session by Asso- 
ciation president Rod Maclean, who 
stated that on his return from this con- 
vention he would have completed travel- 
ing 70,000 miles “for the good of the 
cause.” Among the encouraging PR 
developments he had seen were the 
Kansas Bankers Association program, 
“Every Bank Employee a Salesman” and 
the Oregon Bankers Association annual 
two-day conference on public relations. 
Mr. Maclean, who is assistant vice pres- 
ident of Union Bank & Trust Co., Los 
Angeles, urged more effort for banking 
to get credit for the good things it 
does — handling savings bonds, school 
savings, Federal Deposit Insurance Cor- 
poration record, and the American In- 
stitute of Banking, for example. 


The change of public relations in re- 
cent years from an occasional splurge 
to a well thought out program was de- 
scribed in the keynote address delivered 
by Fred F. Florence, president of the 
American Bankers Association and of 
Republic National Bank, Dallas. He out- 
lined the importance of public relations 
in the next decade in his remarks which 
excerpted on page 1032. 


Officers for the ensuing year were 
elected at the Wednesday general ses- 
sion. W. W. Delamater, vice president 
of Tradesmens Bank & Trust Co., Phil- 
adelphia, was advanced to the presi- 
dency; William E. Singletary, vice presi- 
dent, Wachovia Bank & Trust Co., Wins- 
ton-Salem, N. C., moved up to first vice 
president; and Orrin H. Swayze, exec- 
utive vice president, First National 
Bank, Jackson, Miss., became second 
vice president. Chosen third vice presi- 
dent, putting him in line for the presi- 
dency in a few years, was E. T. Hetz- 
ler, vice president, Bankers Trust Co.. 
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New team of officers for the Financial Public 
Relations Association. They are, l. to r.: 
Treas. — A. Gordon Bradt, second vice 
president, Continental Illinois National Bank 
& Trust Co., Chicago; 2nd Vice Pres. — 
Orrin H. Swayze, executive vice president, 
First National Bank, Jackson, Miss.; Pres. — 
W. W. Delamater, vice president, Tradesmens 
Bank & Trust Co., Philadelphia; Ist Vice 
Pres. — William E. Singletary, vice presi- 
dent, Wachovia Bank & Trust Co., Winston- 
Salem; 3d Vice Pres. — E. T. Hetzler, vice 
president, Bankers Trust Co., New York. 





New York, and A. Gordon Bradt, sec- 
ond vice president, Continental Illinois 
National Bank & Trust Co., Chicago, 


was re-elected treasurer. 


Prior to voting on these officers the 
chairman, “in order that the organiza- 
tion might continue,” received nomina- 
tions for Preston E. Reed and Lucy V. 
David as executive vice president and 
secretary respectively. All the elections 
were unanimous, and past president, 
Rod Maclean, became an ex officio 
member of the board of directors for 
one year. 


Clinton B. Axford. editor of the 
American Banker, was elected an hon- 
orary life member of the FPRA in re- 
cognition of his long service to banking 
and his continuing efforts to improve 
banking’s public relations and business 
development methods. He is the eighth 
man to be elected an honorary life 
member, and the first to be selected 
from outside the ranks of banking. 


Trust Departmentals 


The trust departmental sessions be- 
gan with a skit—“A Heavenly Preview” 
—in which a hypothetical Mr. Callahan 
was first visited by members of the 
estate planning team, who tried unsuc- 
cessfully to get him to make his will. 
and then was taken in a dream to 
heaven, where he was tried before a 
board of angels in regard to the manner 
in which he had handled his estate. It 
was not difficult for the judges to find 


errors in Callahan’s estate plan, for his 
situation was complicated to begin with. 
His first wife had presented him with a 
daughter, now married and the mother 
of two children. After ten years as a 
widower, Callahan had married his sec- 
retary and they had two children. Calla- 
han was president of his company, 
owning 480 shares of stock, while his 
wife and his son-in-law, who was vice 
president, owned ten each and had vio- 
lently different ideas about the business. 
There was an old will which left every- 
thing to the deceased first wife. 


Naturally Callahan failed to pass the 
examination of the heavenly board and 
was relegated to the nether regions, but 
since that was only a dream, he woke 
up next morning determined to do some- 
thing about his estate before starting 
on his vacation. He dragged his wife 
to the office, summoned all members of 
the estate planning team, and the sec- 
ond scene was devoted to their method 
of working out a solution which took 
account of the particular assets and 
personalities involved. The audience was 
furnished with copies of the Callahan 
estate assets and the family’s income 
and financial responsibility situation. 


Participating in this dramatization, 
over which Ashley A. Purse, president 
of The Purse Co., Chattanooga, pre- 
sided, were a group of Chicago trust- 
men: John W. Heddens, trust officer, 
Continental Illinois National Bank & 
Trust Co.; Howard J. Johnson, vice 
president, American National Bank & 
Trust Co.; George F. Sisler, vice presi- 
dent, First National Bank; J. Brooks 
Corwine, assistant vice president, Harris 
Trust & Savings Bank; Layman Hay, 
trust officer, City National Bank & Trust 
Co.; and Victor Cullin, vice president, 
Chicago Title & Trust Co. 


Revenue Code Panel 


Earl S. MacNeill, vice president, Irv- 
ing Trust Co., New York, presided over 
the second trust session and introduced 
four speakers who discussed various 
aspects of “The Effect of the Internal 
Revenue Code of 1954 on Estate Plan- 
ning.” The results of a survey of 111 
representative trust institutions were re- 
ported by P. Philip Lacovara, managing 
editor of TRusTs AND ESTATES, indica- 
ting that the 1954 Code had not fur- 
nished any great incentive to additional 
estate planning. (See page 1034.) 
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The experience of trustmen in Miami 
in regard to the new Code is similar to 
that of the rest of the country, Willard 
R. Brown, vice president and trust off- 
cer of First National Bank, Miami, told 
the audience. Recently, however, there 
had been more activity of this nature, 
he said, which could be illustrated by 
the situation of two doctors with tax 
brackets above 40% who are associated 
professionally and plan to construct 
their own building. Each will own an 
undivided half interest. Both have chil- 
dren, and will convey their respective 
shares to separate trusts for each child. 
The trusts will pay out $599 of the 
income to each beneficiary and accumu- 
late the rest, with substantial income tax 
savings. 


Income tax changes in the new law 
with respect to estates and trusts pro- 
vide at least two good opportunities for 
fiduciaries to make new gains from old 
business or acquire new accounts, Wil- 
liam E. Murray of the New York firm 
of Cadwalader, Wickersham & Taft, in- 
formed the trustmen. In the case of old 
business, where there has not been an 
accounting of a trust for some time, 
such accounting can now be held and 
the expense of it, although paid out of 
corpus, will reduce the distributable net 
income of the trust in a manner which 
in effect will give the income benefici- 
aries tax-free income during the year 
of the accounting. In the case of a 
widow, for example. receiving income 
of approximately $50,000 from a $1,- 
000,000 trust, and having practically 
no other income, the saving in the year 
of accounting could amount to approxi- 


mately $17,260. 


The short-term trust under the 1954 
Code can be particularly flexible where 
the grantor is the wife and her husband 
has substantial earned income, Mr. 
Murray said. Assuming several children. 
and the parents in the 75% bracket, 
it is possible to save as much as 50% 
of the total income from investments by 
diverting it to a short-term trust, with 
the income from the trust to be accu- 
mulated for the children or distributed 
to them. If the wife is the grantor, with 
no primary legal obligation to support 
the children, none of the income from 
the trust will be taxable to her. In the 
case of the husband being the grantor, 
income from the trust must not be used 
for the support and maintenance of a 
legal dependent, or the income will be 
taxed to the grantor. 


The criticism that short-term trusts 
have limited application is not valid, 
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the speaker asserted, because it applies 
where people have property and income, 
the basic field for trust service, and 
applies also where the property is limited 
and a number of needy relatives exist. 


Overplanning tends to confuse and to 
get away from primary objectives, Jo- 
seph Trachtman, New York attorney 
and local legal editor of TRUSTS AND 
EstTaTEs, advised the departmental au- 
dience. In the case of a man with 80% 
ownership of a company, and a compli- 
cated family situation, for example, use 
of the marital deduction might not be 
desirable. Estate planning, he said, 


could be over-pushed with unfortunate 
results for both the attorney and the 
trustman. The best approach is the 
simplest one, with use of the complexi- 
ties only when they need to be used. 


Cooperating with the Life 
Underwriter 


On Wednesday the trust departmen- 
tal, under the guidance of Henry P. 
Sommer, Jr., vice president of Merrill 
Anderson Co., New York, turned to 
relations with the life underwriter. 
“What every trust officer should know 
about insurance” was discussed by Ro- 
bert L. Knight, vice president and trust 
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officer of Ohio Citizens Trust Co., To- 
ledo, who reviewed the rapid growth 
of life insurance, the broadening of its 
uses in estate planning, the particular 
features with which a trustman should 
be familiar, and the ways in which a 
basic knowledge of life insurance will 
assist the trustman in meeting his every- 
day problems. Among the modern uses 
of life insurance mentioned by the 
speaker were: for purchase of closely 
held stock, to fund employment guar- 
antees, to provide a pension, to provide 
a salary continuation plan for a widow 
that may not be subject to income tax, 
for split-dollar plans for key employees, 
and group insurance. 


On the more personal side, Mr. 
Knight cited the liquidation of mort- 
gages, provision of a guaranteed educa- 
tional fund, charitable gifts (outright, 
or to continue annual gifts), and as a 
means of repaying a loan on which the 
applicant pays only interest. 


An Estate Planning Council provides 
a social relationship which makes it 
easy for life underwriters and trustmen 
—afterwards at their offices—to call 
each other for the right answers to 
problems that arise, Arthur S. Car- 
ruthers, vice president, Lincoln Ro- 
chester (N.Y.) Trust Co., told the men. 
In such gatherings, as well as privately 
or by addressing underwriters’ meet- 
ings, the trustman needs to inform the 
underwriter on matters like the flexi- 
bility that exists where a trustee is 
given adequate discretion, the simplicity 
of having one source of income and in- 


Bs 





Cast of “A Heavenly Preview” as presented at Trust Departmental of FPRA Convention: 
l. to r.: Victor Cullin, Howard J. Johnson, George F. Sisler, John W. Heddens, J. Brooks 
Corwine and Layman L. Hay; (see page 1028 for bank affiliations). 


formation for the beneficiary, the ease 
of altering plans or fitting new insur- 
ance into the program during one’s life, 
and the avoidance of unnecessary dis- 
sipation of principal. Other matters to 
explain are the coordination of life in- 
surance with other assets of the estate, 
protection of assets from liquidation for 
taxes or debts, adaptability for unpre- 
dictable family needs, balancing for the 
marital deduction, production of gener- 
ally higher income, and keeping an 
effective hedge against the fluctuation 


of the dollar. 


The value of the beneficiary having 
a person to turn to for all kinds of ad- 
vice, as happens where there is a trust 
relationship, was also stressed by the 
speaker. 


A five-day estate planning school for 
underwriters was sponsored by Mr. Car- 
ruthers’ institution. Advertising and di- 
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rect mail campaigns sustain good rela- 
tions with underwriters as well as at- 
torneys, and this is improved further at 
personal luncheon dates and discussion 
of individual cases. As a result of these 
efforts, five general agents, and eight 
out of twelve over $1 million producers 
have named the bank executor and trus- 
tee, and last year 45‘7 in number and 
25% 


the bank recommended by life under- 


in value of new accounts came to 


writers. 

The closing two sessions of the trust 
departmental, in response to requests 
received during the year, were devoted 
Bart A. 
Brown, vice president, Citizens Fidelity 
Bank & Trust Co., Louisville, and Mr. 
Johnson as moderators. One hundred 
questions, received by mail, were boiled 
down to 50 by the committee, to start 
discussion from the floor. 


to general discussion, with 


Among these was the place for em- 
phasis in a new business development 
program, which one trustman suggested 
should be corporate business, obtain- 
able from heads of corporations and the 
bank’s Another sug- 
gested living trusts and executorships. 


own customers. 
especially from stockholders, directors 
and customers. It 
pointed out that sales should be “what 
the customer needs” and not just exec- 
utorships one year and trusts another. 
and it was agreed that there is no sub- 
stitute for “picking your prospect and 
ringing the doorbell.” 


commercial was 


New business possibilities through 
correspondent banks 
and the advisability of stressing prop- 
erty management rather than tax 
ductions. In the latter connection, build- 
ing up investment counselling tends to 
establish both the trust department's 
own confidence and that of the custom- 
er in the department, some said. One 
person cited an actual comparison of 


were discussed. 


re- 
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two accounts, handled respectively by a 
trust department and an_ investment 
broker, which showed that after deduc- 
tion of costs for purchases and sales 
the trust department account had netted 
a higher rate of income. 


Discussion of fees brought out the 
idea that the customer can pay ade- 
quate fees, and should in order to main- 
tain good service. A majority of those 
present indicated that their institutions 
would charge $400 or more for a $100,- 
000 account, with variations either way 
if indicated by the simplicity or com- 
plexity of the operation. Renegotiation 
of inadequate fees was advised as hav- 
ing proven valuable. 


There was no fixed agreement on 
what should be considered good net 
earnings for a trust department, but 
reference was made to the studies of the 
Federal Reserve Bank of Boston, cost 
accounting was generally approved, and 
a suggestion made for letting each man 
know periodically the cost and earnings 
status of the accounts he handles. While 
trust department gross earnings are 
increasing, some felt that the prospect 
for net earnings was not so good be- 
cause the margin between net and gross 
is bound to narrow. Others cited the 
experience of the mutual funds and the 
insurance companies as indicating that 
the future was brighter. 


On the subject of new personnel in 
the trust department, the suggestion was 
made that the real potential should be 
clarified with each new candidate, and 
the outstanding people should be moved 
ahead faster. 


Gleanings from the Clinics 


Direct Mail— More large compan- 
ies are studying its potential as the 
one advertising medium which supple- 
ments all other media. . . Points that 
experts consider important: 1) Define 
the specific purpose of your campaign 
and the people to be reached. 2) Use 
a letter with any printed piece you plan 
to distribute. 3) Concentrate on the first 
dozen words. 4) Tell your story simply. 
9) Show how your service fills a defi- 
nite need. 6) Use a booklet or other 
“bait” when you're fishing for a re- 
sponse. 7) Give the reader a good rea- 
son for reply at once. . . Direct mail 
will acquaint the ‘part-time’ customers 
of a bank with the benefits of bank and 


trust services not now being used. 


Newspaper Advertising—Many more 
banks are using full page or page-domi- 
nating ads, but ingenuity and quality 
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of work seem to be more important 
than size. . . Questions to ask one- 
self about newspaper ads: Whom am | 
trying to reach? (may determine where 
in paper ad should appear) What am 
I trying to say? (see if the ad actually 
says it) Will the ad interest my pros- 
pect? (or are you selling the bank’s 
management and leaving the prospect 
cold?) ... Art work with a light vein, 
such as cartoon figures or matchstick 
drawings, has proven successful. Main- 
taining a schedule of your advertising 
(for a month or so ahead) has real 
value (use calendar squares and insert 
name of newspaper and of department 
to be advertised under each date). . . 
The rea! aim of all copy is to sell a spe- 
cific service. . . Quote fees unless con- 
trary to bank policy. . . 


School of Merchandising 


Banking needs to step up its public 
relations program in order to insure 
enough of the right kind of people en- 
tering the business, Gene K. Walker, 
head of the Gene K. Walker Co., San 
Francisco advertising and public rela- 
tions firm, told the 700 who attended 
the daily School of Merchandising. To 
this end banks should increase their 
work with and for schools and colleges. 


A bank’s public relations program 
should have the following objectives: 


1. Maintain good relations with em- 
ployees 


2. Keep directors and stockholders 
informed and confident 





Clinton B. Axford, editor of the American 
Banker, receiving award of an Honorary 
Life Membership from FPRA president Rod 


Maclean at annual past president’s dinner. 
p Pp 


Axford is the first non-banker to receive 


this award. 


3. Condition the climate of political 
opinion 


4. Maintain the confidence of the 
press and satisfactory communi- 
cations with it 


5. Interpret the bank as a responsi- 
ble citizen of the community 

6. Establish areas of cooperation 
with education at all levels 


7. Help to create customers for the 
bank. 


Until recently bank advertising was 
much alike, but now each bank capital- 
izes on its own individuality, the speaker 
said, citing the institutional ads of First 
National City Bank, New York, as ex- 
amples of excellence. Advertising should 
do more than merely keep the name of 
the institution before the public, he 
warned, for advertisements which do 
only that do not pay. 
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BANK PUBLIC RELATIONS 
Se A Growing Economy 


FRED F. FLORENCE 


President of the American Bankers Association and of the Republic National Bank of Dallas 


je MANAGEMENT HAS ACCEPTED 
public relations as a major function 
of banking. The men and women in 
public relations have acquired a much 
better knowledge of banking and of the 
problems faced by management in guid- 
ing the activities of successful institu- 
tions. Both groups have come to realize 
that public relations is much broader 
than customer relations, embracing the 
entire area of relations with employees 
and stockholders, as well as the general 
public. 


The rapid strides made by banking 
and its public relations in the past 
should not dim our vision of the oppor- 
tunities which will affect in a basic way 
the work and responsibilities of every- 
one connected with banking. These 
changes are unfolding every day, some 
of the most important stemming from 
the effects of a steadily increasing pop- 
ulation, the upgrading of incomes, and 
the far-reaching and startling technolo- 
gical achievements. 


The projections of population in- 
crease indicate that the movement to- 
ward mass or “retail” banking will con- 
tinue. It now appears the population 
rise during the 1950’s will exceed 25- 
million, bringing our total population 
above 175-million by 1960—equivalent 
to adding two states the size of Penn- 
sylvania and New York. More people 
will mean potential customers for bank- 
ing, a strong demand for housing, 
schools, and many types of goods and 
services. We must serve the banking 
and financial needs of the larger popu- 
lation with efficiency, for our competi- 
tors will be ever ready to attract the 
business if we are sluggish. 


Our population will also be wealthier. 
Some analysts foresee a doubling of 
family income within the next 25 years. 


Excerpts from address before Financial Public 


Relations Association, Hollywood Beach, Fla., 
Nov. 14, 1955. 
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Increases in incomes—especially in the 
middle income range where the -bulk of 
the rise is expected to occur—mean a 
strong and continuing demand for lux- 
uries and the finer things of life—not 
only more homes, but better homes, 
with the labor-saving devices developed 
in recent years and those now on the 
drawing-boards. Many will insist on 
homes that will be air-conditioned, heat- 
ed and lighted by modern methods, and 
designed in conformity with contem- 
porary ideas. Progress in chemistry, 
electronics, atomic energy, transporta- 
tion and all fields of human endeavor 
promise almost fantastic changes in our 
productivity, jobs, and in the fuller en- 
joyment of life. 


We should not think that these fascin- 
ating prospects are inevitable. The fu- 
ture will be one of dynamic progress 
only to the extent that we make it so. 
The responsibility for making it so is 
the challenge of a growing economy, 
and will require hard work and con- 
stant and intelligent application to duty. 


All areas of banking must be pre- 
pared to meet these startling changes, 
but opportunities for aggressive and 
productive public relations will be es- 
pecially evident. We must make the 
growing population fully aware of the 
many services of banks. and the con- 
tribution of banking in a free enterprise 
economy. We must act with the proper 
blend of prudence and aggressiveness in 
financing the needs of our customers as 
their earning power grows. We must be 
alert to the sound financial requirements 
of business in responding to consumer 
needs, and in developing new products. 


From the standpoint of our custom- 
ers, two elementary facts must be kept 
constantly in mind if our public rela- 
tions programs are to be effective: we 
are dealing with people; we are pro- 
moting the use of banking services. Ele- 
mentary as these two facts appear, they 


drive to the heart of the public rela- 
tions problem. No public relations spe- 
cialist in banking can do his job prop- 
erly if he does not understand people— 
their needs, likes and dislikes. But, of 
equal importance, we cannot sell bank- 
ing services, if we do not know our 
product, and know it well. 


These two factors are indispensable to 
successful public relations, but they 
alone are not sufficient. The third re- 
quirement, sometimes difficult to define, 
is expressed in the attitudes and actions 
of all members of the banking family 
—employees, officers and stockholders. 
It is an atmosphere of enthusiasm and 
interest, based on a deep desire to fur- 
ther the interests of the institution and 
its customers, and in so doing, to create 
a much more rewarding life for one’s 
self. The whole organization must be 
attuned to the spirit of the program. 
This requires effective communication 
within the bank, and a realization on 
the part of top management—including 
the board of directors—that each and 
every employee and stockholder is an 
integral part of the bank’s public rela- 
tions. 


An atmosphere of this type permeat- 
ing the bank cannot help but be trans- 
mitted to customers. It is an esprit de 
corps that impels outsiders and even 
competitors to observe that the people 
in that institution are enthusiastic and 
devoted, and it is a genuine pleasure 
for them to serve customers. 


The role of stockholders in public 
relations is frequently overlooked, al- 
though our emphasis on better and 
more informative annual reports has 
been fruitful. If the stockholders are 
considered part of the team, their ef- 
forts in behalf of their banks should 
reap rewards far greater than the effort 
required to obtain their cooperation. 
The size of a dividend check may seem 
far divorced from the problem of effec- 
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tive public relations; but I assure you 
that such is definitely not the case. And 
it is not simply the financial return on 
his investment that will inculcate loyal- 
ty and enthusiasm . . . it is attention 
to the little things . . . being recognized 
as a true owner of the _ institution; 
being welcomed by the officers of the 
bank at all times; being treated and 
respected as an individual who is im- 
portant to the bank. 


These remarks have been devoted 
primarily to the problem of public re- 
lations at the level of the individual 
bank. Organized banking can do much 
to develop public relations as an even 
more effective tool of banking. In co- 
operation with the Reserve City Bank- 
ers Association, and working closely 
with your group, the American Bankers 
Association has joined in engaging the 
J. Walter Thompson Company to con- 
duct important research to provide us 
with guidance for our programs. 
sources of constructive publicity, and 
aids for our recruitment and training 
programs. We are expanding the meet- 
ings of our Public Relations Council. 
and we hope to develop practical mate- 
rial on new ideas and techniques. 


One of the research projects is a 
survey of family banking, spending 
habits and intentions. We plan to find 
out how much the average person knows 
about what bankers are doing locally in 
the way of community leadership and 
service. We are also delving into their 
income expectations and how they 
handle their family finances. 


One of the most important benefits 
that might be expected to flow from 
the efforts of organized banking to cre- 
ate a better public attitude toward bank- 
ing involves the problem of attracting 
capable young men and women to the 
banking profession. This is one of the 
gravest problems facing banking today. 
Banking is not at the present time de- 
veloping enough competent leaders to 
guide its activites in the future to the 
fullest realization of its potentials. 


This problem of leadership in bank- 
ing has an important relationship to 
that of achieving effective public rela- 
tions. According to a recent survey by 
Scholastic Magazine, banking ranked 
22nd out of 26 professions in the choice 
of careers of almost 45,000 high-school 
boys and girls. This is extremely dis- 
heartening to those of us who are aware 
of the splendid opportunities in bank- 
ing and the satisfying and rewarding 
life that it affords. An effective public 
relations program by organized bank- 
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ing should do much to tell the story of 
the opportunities in banking to these 
young men and women. When they 
understand the great opportunities in 
banking, they will want to have a perm- 
anent part in it. 


Organized banking clearly has an 
important job to do in public relations, 
and considerable progress has been 
made. Good public relations programs, 
however, result from the cumulative 
efforts of many people working together 
in varied activities toward a common 
objective. American banking proposes 
to maintain leadership in our growing 
economy, and to achieve that leader- 


ship, it is essential that the aims, ob- 
jectives and services of banks be thor- 
oughly understood by our people. Good 
public relations is indispensible to- 
ward that end—all of us have a job 
ahead. 
AAA 
Bank Entertains Jaycees 


Building on its experience with school 
tours for eighth graders, St. Joseph 
Valley Bank, Elkhart, Ind., recently 
played host to the local Jaycee group. 
The tour was held in the evening, the 
men were guided through the bank in 
small groups, and a buffet lunch was 
served in the lobby. 
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WINS ATTORNEY COOPERATION 


PURSE ADVERTISING is a vital factor in cementing relations 
between Attorneys and Trust Officers. This is of mutual bene- 
fit to Trust Departments and their customers, Attorneys and 


28 Purse advertisements directed to Attorneys were used by 
a State Bar Association publication stressing how Banks can 
create better attorney-bank relationships. 


A State Bankers Association used thousands of a specially 


written pamphlet by Purse, for distribution to Attorneys in 
cooperation with the State Bar. 


PURSE ADVERTISING continues to prove that it can help solve 
many Trust Department problems. Write—or phone us 
collect — for a demonstration of a Purse trust development 


THE PURSE COMPANY 
Aeadguarters for Trust Advertising 
CHATTANOOGA 2, TENNESSEE 
NEW YORK CHICAGO - BOSTON - BIRMINCHAM 
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Looking at the Record 


Cope's EFFECT ON ESTATE PLANNING 


HE ENACTMENT OF THE INTERNAL 

Revenue Code of 1954 released 
widespread anticipation of a great rush 
to the creation of types of trusts sup- 
posedly encouraged by the generally 
favorable changes made by the new law. 
The Clifford rules had been codified, 
if not entirely for better at least for 
certainty. The problem of the annual 
gift tax exclusion for trusts for minors 
had been clarified, ostensibly to the ad- 
vantage of the taxpayer. Payment of 
premiums had been eliminated as a test 
for estate taxation of life insurance pro- 
ceeds, and the curtailment of the in- 
come tax advantage accorded the in- 
stallment options had presumably re- 
vived the appeal of life insurance trusts. 
Sanction of the use of a portion of a 
trust to qualify for the marital deduc- 
tion had, it was thought, furnished 
further incentive to estate planning. 


But what does the record reveal? 
The actual experience of 111 representa- 
tive trust institutions of various sizes 
from all parts of the nation, as reported 
to us within the past six weeks, belies 
these great expectations. No less than 
21 trust departments answering our 
questionnaire recorded not a_ single 
trust of any of the types covered. The 
others for the most part show an amaz- 
ing paucity of such trusts since August 
16, 1954. On analysis, however, there 
are some sound explanations for the 
comparative dearth of activity in these 
areas, as we shall see later. 


Statistical Results 


1. Forty-nine banks reported one or 
more Clifford-type trusts, for a total of 
100, an average of two each. These 
represented 83 donors. 


Twenty-five respondents said that 
they knew of a few cases (defined in 
the questionnaire as less than 10) 
where such trusts had been created 
with individual trustees. 


Before Trust Development Departmental, Finan- 
cial Public Relations Association, Hollywood, Fla., 
Nov. 15, 1955. 
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P. PHILIP LACOVARA 


Managing Editor, Trusts AND ESTATES 


An Iowa bank holds the record 
with 10 Clifford trusts. One trustman 
in Connecticut advised with a touch 
of pathos that two trusts which were 
in the hands of counsel for drafting 
were abandoned because of the flood. 


2. The score on living trusts for 
minors to gain the annual gift tax ex- 
clusion is much better. There were 56 
banks with at least one such trust, for 
a total of 381, or about 7 per bank. 
These represented 193 donors, almost 
precisely two trusts per donor, on the 
average. Tops in the latter respect was 
one agreement covering 19 trusts. 


The individual trust department 
record was shared, at 25, by a Texas 
bank and a Pennsylvania trust com- 
pany. 


Three banks indicated they knew 


of many instances (ten or more) 
where individuals had been named 
trustees of gifts for minors, while 
another 24 had heard of a few. 


3. A mere 27 banks reported the 
acquisition of irrevocable life insurance 
trusts. Of the total of 78, almost one- 
third was accounted for by a California 


bank with 24. 


Only one trustman said he had 
heard of a few situations of individ- 
ual trusteeship of insurance policies. 


4. The poorest statistical showing 
was made with respect to the number 
of wills in which the marital deduction 
is sought by a portion of a single trust 
rather than by a separate trust. Only 
16 banks reported such wills, for a 
total of 33—an average of two, with 
the maximum for any bank being six. 


Accumulation and Sprinkling 
Trusts 


The next two questions in the survey 
dealt with accumulation trusts and so- 
called sprinkling trusts which strictly 
speaking were not directly encouraged 
by the 1954 changes but it was felt it 
would be interesting to ascertain what 
bearing the general estate planning im- 
petus may have had on these devices. 


5. A total of 425 accumulation 
trusts were reported by 44 banks, nearly 
ten apiece. 


A Texas bank registered 102 such 
trusts, but those included pre-Code 
accounts. It is interesting to note that 
several Lone-Star trustmen advised 
that this was standard operating pro- 
cedure there, before as well as after 
the 1954 Code. 


6. An affirmative answer on sprink- 
ling trusts came from 45 banks which 
had a total of 247 or a little over five 
each. 


However, many more indicated this 
technique has been incorporated in 
wills not yet active. A Washington 
bank held the number one spot with 
38 sprinkling trusts on the books. 


Deterrents 


What factors have deterred more 
widespread use of these various kinds 
of trust? It is not surprising that the 
absence of Treasury Regulations on 
these subjects was the most frequently 
cited reason, being mentioned by 22 
banks. The most common specific rea- 
son related to gifts for minors; namely 
that the trust fund must be paid over 
to the beneficiary on attaining age 21. 
This was cited 15 times. Then there was 
the observation by a dozen men, in one 
form or another, that estate owners have 
a sensible aversion toward irrevocable 
trusts and relinquishment of control 
over their property. 


Lack of information on the part of 
the public and attorneys was listed re- 
spectively by 10 and 7 men. This led 
to the comment by several that greater 
promotional effort is needed among at- 
torneys, underwriters and accountants. 
as well as trust prospects. 


Next in line was the doubt, expressed 
by nine trustmen, as to the stability of 
the present law, particularly with refer- 
ence to the taxability of insurance pro- 
ceeds. To these could be added the 


seven who said, in effect, that customers 
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and their counsel have a reluctance to 
rush in on this new ground, one re- 
spondent phrasing it as the unwilling- 
ness of people to do something unless 
everyone else is doing it. 


Specific Reasons 
Taking the questions separately, we 
find these deterrents singled out: 


1. Clifford-type Trusts 
Limited application 


Uncertainty of tax effect of capital 
gains 

Unpredictability of donor’s income 
needs 

Doubt as to what constitutes obliga- 
tion to support, making income 
taxable to grantor under Section 
677 (b) 

Exhaustion of gift tax exemption, 
without commensurate estate tax 
benefits 

Practical impossibility of 
additions to trust 

2. Trusts for Minors 


making 


Requirement of termination at 21 

Existence of new state law permitting 
registration of securities in name 
of custodian (cited in Ga., N. C., 
Ohio) 


Disproportionate amount of fees 

Comparative simplicity of savings 
accounts and government bonds or 
agency under indemnity 


3. Insurance Trusts 


Fear that premium payment test may 
be restored 


Reluctance to abandon last cash re- 
serve 

Uncertainty as to valuation basis for 
gift tax 


4. Portion Trusts for Marital Deduction 


Difficulty of drafting a single trust 

Greater ease of administration with 
two trusts, particularly as to in- 
vasion of principal 

Greater complications with respect to 
future income tax incidence 


Familiarity of two-trust arrangement 
5. Accumulation Trusts 

Limitation to minors (in New York) 
6. Sprinkling Trusts 


Fear of discord among beneficiaries 


Reluctance to trust anyone with such 
broad powers 


“It’s an attractive idea in theo- 
ry,” one trust new business man 


“How families lose thousands of dollars 
through Joint Cenancy... 


This is the title of the most popular booklet 
the City National Bank and Trust Company of 
Chicago has published recently. The second printing 


is now off the press. 


You are welcome to copies—without obligation. 


said, “but in a sense it’s asking the 
trustee to play God. Some benefici- 
aries are insatiable as to the 
amounts of water they can use 
and the guy who handles the 
sprinkler is likely to find he is 
handling very hot water.” 


Conversely, however a Midwest- 
ern trust officer stated: “We have 
been very receptive to sprinkling 
trusts. After talking to some other 
trustmen, apparently we are more 
willing to assume the responsi- 
bility of the apportionment of in- 
come than a large number of other 
banks.” 


The following quote from a Missouri 
trustman epitomizes the results of the 
survey: 


“It has been my experience after a 
great many years in the trust. busi- 
ness that if we try to tune our selling 
too much to new, streamlined phases 
of the law, very frequently we get 
into trouble through subsequent 
changes in the law, and then if we 
have done a selling job there is some 
resentment against us for having 
helped bring about the result. Ac- 
cordingly, while we are happy to as- 
sist in working out estate planning 
in instances permitted under the 1954 
Code when called upon to do so, it 
seems to me that this particular ma- 
terial is of more importance to law 
professors, lecturers, writers, etc., 
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American Appraisals 
simplify 
estate administration 


Trust Officers and Executors know 
that the verified facts provided by 
American Appraisal service about the 
property —its existence, condition and 
value—simplify the fulfillment of 
fiduciary responsibilities. 
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than it is for trust selling over the 
long pull. We prefer to continue to 
drive for the over-all general trust 
business.” 


Insurance Company Experience 


A few of the leading insurance com- 
panies were also contacted to learn 
what their experience in some of these 
matters has been. Here is what one 
counsel for a company specializing in 
the estate planning approach had to 
say: 


“We are seeing a large number of 
transfers of ownership for the pur- 
pose of taking advantage of the 
change in the 1954 Code, but not many 
to irrevocable trusts. We do, though, 
see a lot of transfers by a wife as 
owner of the contract to a revocable 
trust. It would be my guess that in 
these cases it is about 50-50 between 
banks and individuals. I am afraid 
individuals are used too many times 
because it is felt that the manage- 
ment services of a bank are unneces- 
sary and, hence, there is a reluctance 
to pay a bank fee. This is shortsight- 
ed. 


“One mistake being made is trans- 
ferring contracts to the wife but, if 
she fails to survive the insured, then 
the ownership is to vest in the chil- 
dren. If the children are all of age 
at the time of the death of the in- 
sured, the situation may not be too 
bad. If they are minors, however, and 
the insurance is intended to meet 
estate costs, having ownership in 
them can be fatal. To meet this prob- 
lem we have always recommended a 
simple transfer to the wife who then 
either sets up a revocable trust or 
makes a specific bequest of the con- 
tract to trustees under her will.” 


Another company advised that about 
one-half of the policy changes in the 
past year—or some 5,000—have dealt 
with absolute assignments by the in- 
sured. Very little trusteeing of such 
policies was noted. This company re- 
ported great activity in short-term 
trusts as the vehicle for the purchase 
of insurance on the lives of trust bene- 
ficiaries and on the parent who is not 
the settlor. The accumulation aspects of 
insurance are thus utilized to the full, 
and the income tax savings can be 
translated into additional accumulation, 
protection and tax-exempt estate tax 
funds (through insurance on the non- 
settlor’s life). 


Still another well-known home office 
counsel revealed that in the first eight 
months after enactment of the 1954 
Code, absolute assignments increased 
by 67% over the preceding eight 
months, the inference being that this 
heavy increase was a direct result of 


the elimination of the premium pay- 
ment test. A number of assignments, he 
said, have been made in business insur- 
ance cases because of liberalization of 
the transferee for value rule. 


A home office man widely known for 
his keen analysis wrote this: 


“There has been much more assign- 
ment of ownership than is either ne- 
cessary or desirable. Not very long 
after enactment of the Code, with its 
attendant newspaper publicity, I lost 
track of the number of letters which 
requested us to send papers ‘To save 
taxes under the new law.’ An unduly 
large percentage of these involved 
insureds whose estates would not be 
of sufficient size to produce any es- 
tate-tax whatsoever. 


“In many situations in which estate 
planning has been indicated with a 
proper eye to tax economies, the 
transfer of insurance policies has been 
used as an easy road in an attempt 
to avoid the work and thought that 
wou'd be required for a complete, 
careful joh, and without proper con- 
sideration of estate-tax liability of 
the surviving spouse, or, in some 
cases, of gift-tax liability at death 
when the beneficiary and owner are 
different. 


“The problem of the 5% rever- 
sionary interest provision has led 
some people, unnecessarily, to provide 
for a whole string of successive own- 
ers without adequate consideration of 
the practical results of having suc- 
ceeding ownership by a group of 
owners, one or more of whom might 
be minors with a consequent tying 
up of the policy. Much less use has 
been made of trusts than would have 
been indicated by careful planning.” 


These are indeed enlightening com- 
ments from spokesmen for the life in- 
surance members of the estate planning 
team. 


* * * 


What can one conclude from the re- 
sults of this survey? It would appear 
that when trustmen say in speeches and 
articles that tax saving is secondary 
to the attainment of fundamental estate 
planning objectives, they really mean it. 
If that be true, then the trust business 
is on a sound basis, one that commands 
the respect of its allied professional 
groups as well as the public. 


A A A 


@ The City National Bank & Trust Co. 
of Kansas City, Mo., recently enter- 
tained the Women’s Bar Association and 
other women lawyers at a buffet supper 
party in the bank’s penthouse and roof 
garden. The principal speaker was 
Charles G. Young, Jr., vice president and 
trust officer. 
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SMALLER TRUST DEPARTMENTS 


NOEL L. MILLS 


Vice President and Trust Officer, Deposit Guaranty & Trust Company, Jackson, Mississippi 


ANY PLANS WE HAD MADE TEN 

years ago, for growth of our 
Trust Department have come true. At 
that time we had one trust officer and 
three employees in our trust department. 
Today, we have four trust officers plus 
16 employees, a 5-fold increase. 


Officers: 


It is imperative that the senior off- 
cers of the Bank have an interest and a 
belief in the trust department. Fortun- 
ately, our officers believe so strongly in 
our trust department, as do our direc- 
tors, that all officers and all but three 
of our directors handle some of their 
personal affairs through our trust de- 
partment, either in the nature of a will, 
a living trust or an agency agreement. 


Our senior officers will tell any per- 
son that our trust department offers the 
greatest value to the customer. This 
strong enthusiasm, based on personal 
work with the trust department, gener- 
ates trust and confidence from other 
customers and has helped and will help 
build our volume. 


Last year we developed an officers 
meeting and invited the departmental 
heads to these meetings, held once a 
week. Record of the meeting is kept. 
We discuss our problems and make 
plans and policies. We have found this 
very effective, a mutual understanding 
of each one’s problems. This is a move 
I heartily recommend. (Your Trust 
Committee should receive a copy of the 
minutes of each meeting.) 


Employees: 


It is fundamental that your trust de- 
partment must be staffed with good em- 
ployees. They should have at least a 
high school education, common sense, 
the ability to work with and get along 
with their fellow employees, the ability 
to meet the customer and the ability 
to handle the business entrusted to them 


From address before Mid-Continent Trust De- 
partment, Nov. 4, 1955. 
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promptly and efficiently to the satisfac- 
tion of the customer. 


The trust department should be staff- 
ed with the best employees in any de- 
partment in the bank. These employees 
must be trained in the technical aspects 
of their work. They should understand 
that which is being done and know the 
reasons for so doing and the method of 
accomplishing the desired result. 


They should receive reasonable com- 
pensation and should have both security 
of tenure, opportunity for advancement 
and some protection against sickness 
and old age, which come to all of us. 


The proper employee with such train- 
ing and treatment will be enthusiastic 
and this will generate new trust busi- 
ness from each employee. Fundamen- 
tally, every employee of the trust de- 
partment should be a salesman. 


Accounting: 


Accounting is the heart of trust oper- 
ations. It would be preferable, if the 
trust department is large enough, to 
have one competent officer assigned to 
these duties. The person in charge of 
this should be alert to improve the sys- 
tem, speed up the flow of work, cut 
down red tape and cost. 


At the present time we are using the 
typewriter - bookkeeping system and 
photostating our accountings to our 
beneficiaries and the court. We look 
forward to the day when we will grow 
large enough to go into electronics. 


I recommend heartily that you have 
the officer in charge of accounting visit 
other trust departments with the view 
of learning new ideas that could be 
adapted to your system. 


It is our policy to book all trust as- 
sets at their acquired or taxable values 
and we do not deviate from this unless 
we have sufficient reason, and where 
we do deviate we make proper notations 
on our asset cards for ready reference 


when making up returns or furnishing 
tax information to beneficiaries or at 
the termination of the trust. 


Our tickler system is set up to re- 
mind us of practically everything needed 
to be done on a certain date: account- 
ings, periodic distributions, etc. 


All original documents should be 
kept in at least fire-proof files and, still 
better, should be photostated and the 
originals kept in the vault. As you work 
with the files daily there is always a 
possibility of a file being lost or the 
original document being mutilated by 
constant handling. 


We have worked out forms to guide 
our employees on filing and setting up 
new accounts, closing accounts, etc., 
and before any file is removed or placed 
in the permanent files these forms must 
be completed and initialed by the officer 
in charge. 


Trust examiners are among the best 
friends of the small trust department 
to help you improve records, point out 
weaknesses, make recommendations, and 
secure recommended forms of other 
trust departments that would cost you 
a considerable amount of money to ob- 
tain any other way. They will help you 
with your directors; they will suggest 
adequate space, good salaries, etc. It 
has been our policy to take them to 
dinner to discuss our problems. 


Investments: 


At the present time we do not have 
a full-time investment officer. Probably 
no small banks have an adequate in- 
vestment research division, but you can 
work out arrangements with the large 
city banks who do maintain investment 
research divisions and are _ generally 
glad to help their correspondents. Some 
of them make available the monthly list 
of securities. Also, you can purchase 
such services as Moody’s, Standard and 
Poor’s, Value Line, which will furnish 
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reports and recommendations at a rea- 
sonable cost. In addition to these, we 
use the Wall Street Journal and the 
Financial Chronicle. 


Advertising: 


Our advertising program has always 
been one of direct mail and personal 
solicitation, plus occasional ads in the 
newspapers, radio and television simply 
to inform the public that there is a trust 
department in their community. 


During our ten year period we have 
only used primarily three services. One 
service we mail almost exclusively to the 
attorneys, life underwriters and ac- 
countants, the other two we send to 
prospective customers. Each of our 
monthly mailings is sent also to our 
officers and directors, so they will be 
familiar with our advertising program. 
We also maintain public racks in the 
main office and branches, and to our 
amazement we are constantly replacing 
material. Occasionally we purge our 
mailing list by sending out a card ask- 
ing if those receiving the literature wish 
their names left on the mailing list. I 
would say ninety per cent wish to con- 
tinue. Once a year (in December) we 
mail a letter to customers who have 
named us in their wills, requesting that 
they check with their attorney and ac- 
countant to see if their wills need to be 
re-written. Often we have requests to be 
placed back on our mailing lists. 


In 1942 we issued an official pamphlet 
which was well received. We distributed 
over 10,000 copies during approximate- 
ly seven years. In a couple of years we 
expect to revise it to bring in the new 
services we are developing, such as pen- 
sion and profit-sharing plans. 


On all of our correspondence and 
practically all of our advertising mate- 
rial, with the exception of three of the 
monthly mailings, we carry this slogan: 
“When You Need a Will It Is Too Late 
To Make One.” We have placed these 
slogans on the officers’ desks and at 
other convenient places in the bank and 
you would be surprised at the remarks 
made by the public. On each officer’s 
desk is a signed card with the wording: 
“I Have Made My Will and Named 


This Bank Executor or Trustee.” 


To grow a trust department you must 
secure a backlog of wills. But to keep 
up with the rising costs, increased _per- 
sonnel, etc., we devote a large part of 
our time to securing living trusts, foun- 
dations, agencies, corporate trusts and 
pension and profit-sharing plans. This 
brings in current fees. 
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We have developed a system on in- 
operative wills that we feel is good. 
When a will is secured, a copy, if pos- 
sible, is filed along with a memorandum 
of the officer securing the will, giving 
details of conferences with the testator, 
attorney, etc. A card is prepared and 
passed to each officer so each will know 
that we have the will on file. This is 
reported to the trust committee of 
course, in confidence. 


Professional Relations: 


Outside of personal solicitations you 
will receive through the attorneys most 
of your trust business. In our trade 
area our relationship with the attorneys 
is excellent. We direct all legal business 
to them and do not attempt to channel 
legal work to the bank’s own attorneys. 
We endeavor to impress each attorney 
who becomes connected with us as to 
the advantages of a corporate fiduciary. 
We find that some of our most enthusi- 
astic support comes through attorneys 
thus converted. 


Once a year, in December, we present 
to every attorney who represents us in 
any capacity a Lawyer’s Day Book. We 
originally started out with 100 copies 
and the number has now grown to 400. 
It has become so popular that the 
judges of the supreme court and other 
courts request copies for their desks. 
In this Lawyer’s Day Book we outline 
our policy and have a message from our 
president in addition to a suggested will, 
several types of trust provisions, life 
insurance trust, agency, escrow and 
other suggested forms. We have also 


made it a practice for an officer who is 
friendly with an attorney to send them 
a Christmas card. This puts it on a 
little more personal plane. We are con- 
stantly on the alert for articles, pam- 
phlets, tax information, etc., which we 
think would be of benefit to our attor- 
ney friends so they will become better 
draftsmen of wills and trusts. We are 
developing a brochure with will and 
trust provisions which we hope will be 
a guide and outline for attorneys in the 
smaller towns. 


We have always found the life under- 
writers willing to cooperate. They also 
are on our mailing list to receive month- 
ly material, and with their cooperation 
a good bit of insurance is now being 
trusteed. Of all the estates administered 
by us during the years, we have found 
that the only insolvent ones are those 
without life insurance. Indirectly we 
sell a lot of life insurance. 


Our relationship with accountants has 
been most cooperative. We do not main- 
tain a staff of accountants and as each 
account comes into our trust depart- 
ment it is allocated to an aceountant 
and in practically all cases the account- 
ant who has been handling our custom- 
er’s tax matters is the accountant chosen. 
We have found this to create business 
for our department and good will among 
the accountants who recommend our fa- 
cilities to their clients. 


Commercial Department: 


Our trust department takes advantage 
of the various departments of the com- 
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mercial part of the bank; such as agri- 
culture, oil, credit, etc. When we have 
a problem concerning a farm or cattle, 
for example, we bring in the manager of 
that department and in most cases he 
handles the sale of the cattle and the 
farm in addition to making recommen- 
dations and visiting the farm. 


Community Service: 


If your trust department is to grow, 
you must take part willingly in com- 
munity life, in all civic matters as well 
as church work. It is the practice of our 
bank to encourage our departmental 
heads and officers to join civic clubs; 
we pay their dues. We encourage them 
to belong to the country club, and to 
speak before clubs, insurance associa- 
tions, attorneys, schools, etc. I realize 
this can be over-done, but where you 
coordinate this through the senior trust 
officer you can prevent overlapping and 
doing more than your share. 


New Business Development: 


A small department has an advantage 
over the large institutions when it comes 
to new business and customer contact. 
The customer is always vitally inter- 
ested in the man in the trust department 
that is going to handle his affairs. The 
customers whom I have brought into 
the bank prefer to talk to me and with 
careful handling over the years I have 
gradually been able tactfully to transfer 
them to other officers. 


The head of any small trust depart- 
ment should set aside a day or so each 
week to make calls. I believe that we 
accomplish more than if we employed 








some new, unknown business represent- 
ative. At the same time you are en- 
couraging the other trust officers to set 
aside certain days to make customer 
calls. The proof of the pudding is that 
we are getting the business. 


In 1954 we set up a separate depart- 
ment to handle pension and profit-shar- 
ing plans. After developing our pro- 
gram, setting up complete records, and 
beginning to make contacts, we are of 
the opinion that it is a perfect device 
to tie our customers closer to us. I 
realize some small departments cannot 
afford the expense of setting up a sep- 
arate division of this kind, but I still 
believe if you intend for your trust de- 
partment to grow, as well as the com- 
mercial part of the bank, eventually you 
are going to have to go into this type 
of trust work. We are so sold on it we 
have joined our correspondent divi- 
sion of the bank in with the pension 
and profit-sharing division and they are 
devoting a major part of their time 
along with two of the trust officers in 
developing this program. 


Human Relations: 


In my seventeen years in trust work 
I have had my share of unusual inci- 
dents between trust officer and customer, 
but there are two that stick in my mind 
over all the rest. 


A very good doctor friend of mine 
in his elder years married after being 
a bachelor for approximately sixty 


years. He and his wife adopted a little 
girl approximately five years of age. 
and they showered all of their affection 
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on her. The little girl had reached the 
age of about ten when her adopted 
mother died, and several years later 
her adopted father died, leaving her 
alone except for the trust department 
to look after her financial affairs. We 
did the necessary in providing a good 
governess to look after her personal 
and spiritual needs. Over the next five 
years we became very attached to the 
little girl, as she consulted with the trust 
department on practically every move 
she made. This Fall when she was get- 
ting ready to go to college for her first 
year, she came by the office, and in a 


-kidding way I told her to watch out or 


she would be getting married, and she 
replied with this question “when I do 
get married, will you give me away? 
You know I have no father.” My an- 
swer was immediately “YES.” It was as 
good a compliment as anyone could 
have given; it made me feel that we 
are doing a good job for her. 


The other incident is, that on Decem- 
ber 15, 1954 on the TV Program “This 
Is Your Life,” the life of a little pro- 
fessor, Dr. Laurence C. Jones, Founder 
of the Piney Woods (Miss.) Country 
Life School, was portrayed. At the end 
of the program Ralph Edwards said he 
was going to do something he had never 
done before, namely, ask everyone in 
the television audience to send $1.00 to 
Dr. Jones to carry on the good work 
he had been doing for his colored race. 
since the school is operated on dona- 
tions from the public. Within a week. 
mail poured in so heavily that Dr. 
Jones had to call on someone for help. 
and as our bank had been his friend 
for many years, he called on us. We 
hired 100 college students during the 
Christmas holidays to count the funds. 
and when the counting was over and 
the money deposited he received over 
$700.000, the smallest contribution be- 
ing one nickel and the largest $150. Dr. 
Jones felt so keenly about the response 
that he has opened up a trust fund 
known as the “Dr. Laurence C. Jones 
Foundation for the Piney Woods Coun- 
try Life School.”* We now have the 
trust in operation with the income to 
be used for the upkeep of the school 
or for any other purpose in connection 
with the operation of the school. 


I believe the work of the trust depart- 
ment will, in a few years, be recognized 
as the most important work done by 
any department. 


*See May 1955 T&E, p. 400. 
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Prominent Events and Pioneers 


TRUST INSTITUTIONS AND MEN 1 HAVE KNOWN 


GILBERT T. STEPHENSON 


Retired Director of Trust Research Department, Graduate School of Banking, 
and former president of the Trust Division, A. B. A. 


i HAS BEEN DELIGHTFUL TO REVIVE 
cherished memories of trustmen I 
have known over the past 35 years, and 
to render honor to whom honor is due. 
Yet it has been difficult to select from 
the many deserving honorable mention, 
and to compress adequate appreciation 
into a sentence or two. 


The title seemed to contemplate that 
I would talk about trust institutions and 
trustmen separately. This has not been 
practicable. If, as Emerson said, an 
institution is the lengthened shadow of 
one man, it follows that a man is the 
substance of an institution. The two 
cannot be separated. 


Likening the trust business to a plan- 
tation of many fields, each planted to a 
different crop, I have elected to men- 
tion some, by no means all, of the per- 
sons who have been leaders in twelve 


fields* 


Common Trust Funds: Of the men 
who have been leaders in developing 
the common trust fund, I shall mention 
four: 


James H. Perkins, as president of 
City Bank Farmers Trust Company, 
New York City, was the leader in re- 
viving a plan of commingling trust 
funds. I say revive, rather than conceive, 
because the administration of com- 
mingled funds was one of the first types 
of trust business; as James G. Smith, 
revealed in a book in 1928. The same 
year, City Bank Farmers Trust Com- 
pany established its Uniform Trust. Mr. 
Perkins was the first trustman to bring 
commingled funds to the attention of 
other trustmen, by an address before 
the 1930 Mid-Winter Trust Conference. 


Francis V. duPont, as president of 
Equitable Trust Company, Wilmington, 
Delaware, by establishing Equitable 


From address at Mid-Continent Trust Confer- 
ence, Nov. 4, 1955. 

*Omitting such fields as advertising, business- 
development, corporate trust activities, employees’ 
trusts, estate planning, fiduciary legislation, taxa- 
tion and trust associations. 
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Funds A and B as of June 30, 1930, was 
a leader in extending the commingled- 
fund idea to nonuniform trusts—that is, 
to living trusts, trusts under will, and 
guardianships with varying administra- 
tive and dispositive provisions. (Editor’s 
Note: Mr. Stephenson’s modesty pre- 
cludes his remarking that he had quite 
a bit to do with this, as he was head 
of the trust department at the time.) 


Carl W. Fenninger of the Provident 
Trust Company, Philadelphia, as chair- 
man of the Trust Division Committee on 
Common Trust Funds, was a leader in 
obtaining income-tax relief for com- 


mingled funds through amendment of’ 


the Federal Revenue Code. 


Walter L. Wyatt, as general counsel 
of the Federal Reserve Board, led in 
adding Section 17 to Regulation F, im- 
plementing the tax relief granted condi- 
tionally by the Congress. As early as 
February, 1936, he suggested the pos- 
sibility of a cooperative commingled 
fund, which was realized in 1955 in 
the establishment of the Bank Fiduci- 
ary Fund in New York State. 


Community Trusts: Every one will 
approve according to Frederick H. Goff, 
president of The Cleveland Trust Com- 
pany, the honor of being the father of 
the community-trust idea and the found- 
er of the first community trust—The 
Cleveland Foundation—in 1914. Both 
as a lawyer and president of a trust 
company, he had become concerned 
over the failure of gifts to charitable 
objects because of the failure of the 
object or the indefiniteness, impractica- 
bility, or inflexibility of the terms of 
gift, and set out to do something about 
it. His idea stirred the imagination of 
lawyers and trustmen, and there are 
now over 100 active community trusts 
administering over $141-million of trust 
property. Establishment in 1949 of a 
National Committee on Community 
Foundations gave further impetus. 


Costs and Charges: In this field the 
names of Henry A. Theis, John J. Dris- 





coll, Jr., and William J. Weig are pre- 
eminent. 

By his work on costs and charges in 
the Guaranty Trust Company of New 
York, throughout his long term of ser- 
vice as chairman of the Trust Division 
Committee on Costs and Charges (1929- 
1941), as president of the Trust Divi- 
sion (1943-1944), and by numerous 
addresses, Mr. Theis has done as much 
as any other person to make bankers 
and trustmen conscious of costs and 
charges .and determined to do some- 
thing about them. 


Mr. Driscoll, of Driscoll, Millet, and 
Co., Philadelphia bank analysts, made 
a distinctive contribution by removing 
the secretiveness in which the unprofit- 
ableness of trust business had been 
shrouded. The first meeting of trustmen 
to consider costs and charges, in Chi- 
cago in December 1926, was so secret 
that admission was by password. Mr. 
Driscoll, addressing the 1936 Mid-Win- 
ter Trust Conference, made the startling 
revelation that, on the basis of the cost- 
analysis of 300 trust institutions, 11 out 
of 12 were being operated unprofitably. 
His revelation gave great impetus to the 
sustained effort to put and keep the trust 
business on a paying basis. 


Mr. Weig, an associate of Mr. Theis 
at Guaranty Trust Company made his 
contribution by working out a formula 
for determining the cost of administer- 
ing individual accounts, designed for 
trust institutions that regarded them- 
selves as being too small to employ pro- 
fessional cost analysts. Over and over, 
it has been demonstrated that applica- 
tion of his formula yields substantially 
accurate costs. 


Education: In the field of advanced 
trust education, the names of Harold | 
Stonier and Austin Scott lead all the 
rest. As early as 1931 Dr. Stonier had 
conceived the idea of a school of ad- 
vanced education in banking and trust 
business. Drawing upon his long experi- 
ence in educational work—in the Uni- 
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On boat trip during Conference, Christian 
C. Luhnow, editor of T&E, speakers R. C. S. 
Young and Gilbert T. Stephenson. 


versity of Southern California and as 
national educational director of the 
American Institute of Banking—he led 
in establishing The Graduate School of 
Banking in 1935, of which he was di- 
rector from the beginning until his re- 
cent appointment as dean. 


When in 1935 Professor Scott of the 
Harvard Law School accepted a place 
on the faculty of The Graduate School 
to teach Trust Law, he made it possible 
for the School thereafter to obtain its 
first choice for other members of the 
faculty, who deemed it a distinction to 
be associated with him. When in 1936 
he invited a trustman to discuss the 
working provisions of wills and trust 
agreements with his law students, he 
also opened the door of every law 
school for similar discussions. 


Governmental Supervision: In_ this 
field Edwin P. Neilan, James W. Alli- 
son, and Robert C. Masters have been 
leaders. Mr. Neilan, now executive vice 
president of Equitable Security Trust 
Company, Wilmington. following a long 
and varied career in governmental su- 
pervisory work, wrote his Graduate 
School Thesis on “Trust Examination— 
an Examiner’s Analysis” Published in 
book form in 1939, it was the first com- 
prehensive treatment of governmental 
supervision of trust business. 


Mr. Allison, formerly of First and 
Merchants National Bank, Richmond, 
and then of Equitable Trust Company, 
Wilmington, as chairman of the Trust 
Division Committee on Relations with 
the Supervisory Authorities and, since 
his retirement, advisory member of the 
Committee, has rendered distinguished 
service in maintaining the good relations. 


Mr. Masters, formerly of the Federal 
Reserve Bank of Boston, now of the 
Division of Examinations of the Board 
of Governors of the Federal Reserve 
System, has been notably active and 


1042 


helpful in interpreting and improving 
governmental supervision. In 1949-1950 
he attended and participated in each of 
the 12 joint conferences of supervisory 
men and trustmen. 


History: When the history of trust 
business in the United States is written, 
the historian will find that the ground- 
work already will have been done by 
Professor James G. Smith of Princeton 
University. His 613-page volume, “The 
Development of Trust Companies in the 
United States,” with its 76-page bibli- 
ography, is, by far, the most nearly 
complete history of the first century of 
the trust business. His contribution was 
monumental and enduring. 


Investment: In the field of trust in- 
vestment, the two men whose names long 
will be remembered and revered are 
Louis S. Headley and Mayo A. Shattuck. 
The two had much in common. Both 
were graduates of the Harvard Law 
School. Mr. Headley rose to the presi- 
dency of a great company in St. Paul; 
Mr. Shattuck became a distinguished 
professional individual trustee in Bos- 
ton. Both were members of the faculty 
of The Graduate School and collabor- 
ated in drafting the Model Prudent-Man 
Investment Statute. Between 1937 and 
1950, in a series of Trust Conference 
addresses,* they developed the _philo- 
sophy of trust investment. Their ad- 
dresses are classics and I hope that 
some day they will be bound in book 
form and made available to younger 
trustmen who did not have the privilege 
of hearing them. 


Literature: In the field of trust liter- 
ature, three names are prominent. They 


are Christian A. Luhnow, LeRoy A. 
Mershon, and Genieve N. Gildersleeve. 


In 1904, Mr. Luhnow. father of 
Christian C. Luhnow, the present editor 
and publisher of TRusts AND EsTATEs, 


*Mr. Headley’s and Mr. Shattuck’s addresses on 
trust-investment topics, in the order of delivery: 
Preservation of Trust Investment Values, Trust 
Bulletin, Nov. 1937; Purchasing Power of Dollar 
Stability, Trust Companies, Oct. 1937; The Massa- 
chusetts Trustee’s Investment Rule—Virtues and 
Defects, Trusts and Estates, Feb. 1942, Trust Bul- 
letin, May 1942; The Prudent-Man Rule, Trusts 
and Estates, Sept. 1942; A New Approach to the 
Prudent-Man Rule for Trust Investment, Trust 
Bulletin and Trusts and Estates, Nov. 1943; The 
Trustee’s Investment Duty in a World of Chang- 
ing Values, Trusts and Estates, Feb. 1946 and 
Trust Bulletin, Apr. 1946; Do Present-Day Condi- 
tions and Modern Draftsmanship Imply a New 
Theory of Trust Management?, Trusts and Es- 
tates, Feb. 1947-Mar. 1947; The Trustee’s Duty to 
Invest—Effect of Modern Draftsmanship and Eco- 
nomic Conditions, Trusts and Estates, Feb. 1948 
and Trust Bulletin, Mar. 1948; Trustees as ‘“‘Gentle- 
men Adventurers,” Trusts and Estates, Feb. 1949 
and Trust Bulletin, Mar.; Whither American Trus- 
teeship ? Trusts and Estates, Feb. 1950 and 
Trust Bulletin, Mar.; Trustees as Conservators, 
Trusts and Estates, Feb. 1950 and Trust Bulletin, 
Mar. 


began publication of Trust Companies 
in response to a resolution of the Ex- 
ecutive Committee of the Trust Com- 
pany Section that an independent jour- 
nal devoted to the trust-company inter- 
ests was essential to their progress. In 
1939 its name was changed to TRUSTS 
AND EstaTEs. In March, 1954, it cele- 
brated its 50th anniversary. The trust 
business would not have made the pro- 
gress it has made during the past half- 
century but for this independent journal 
devoted to trust-company interests. 


Mr. Mershon, as secretary of the 
Trust Company Division, initiated pub- 
lication of the proceedings of trust con- 
ferences sponsored by the Division, in 
pamphlet form from 1923 to 1932, in 
Year Books from 1932 to 1935, and in 
the “Trust Bulletin” since. 


Miss Gildersleeve, upon her retire- 
ment at the end of 1954, had been on 
the editorial staff of the Division publi- 
cations since 1924; first as assistant, 
then as associate editor under the edi- 
torship of Merle E. Selecman, she laid 
the solid basis of the present, much 
expanded Bulletin. 


Policies: In the field of trust policies, 
the two outstanding leaders are Merrel 


P. Callaway and Frederick A. Carroll. 


Mr. Callaway, of the Guaranty Trust 
Company of New York, now honorary 
chairman of Central of Georgia Rail- 
way, was president of the Trust Divi- 
sion in 1935-1936, and initiated the 


Committee on Trust Policies. 


During Mr. Carroll’s chairmanship 
of that Committee in 1937-1943, it 
recommended and the Executive Com- 
mittee ordered published the following 
statements of policies: (1) Extraterri- 
torial solicitation of trust business and 
fee-cutting; (2) the acceptance of trust 
business, (3) investment; (4) formu- 
lation and dissemination of general 
policies of a trust department; and 
(5) voting shares of stock held in trust 
accounts. Each statement was designed 
for the guidance of individual trust in- 
stitutions in formulating policies. 


Trust Principles: The landmark in 
this field is “A Statement of Principles 
of Trust Institutions,” and the two men 
who played major roles in bringing the 
Statement into existence were Colonel 


R. Maury Sims and Henry E. Sargent. 


In October, 1932, an attack upon 
trust institutions appeared in Fortune 
Magazine under the title, “Can Trust 
Companies Be Trusted?” followed by a 
book by the same author entitled, “How 
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to Lose Your Money Prudently.” When 
the Trust Division Executive Committee 
met in Los Angeles in October, 1932, 
after publication of the “Fortune” arti- 
cle, some of its members, aroused and 
enraged, were in favor of answering 
the article item by item. Colonel Sims 
of American Trust Company, San Fran- 
cisco, then president of the Trust Divi- 
sion, counseled that instead of a pro- 
vocative answer, the Division prepare 
a statement which would be a standard 
of conduct for all trust institutions, to 
which critics might be referred. His 
calm counsel prevailed. About 30 trust- 
ment were requested to submit points 
for inclusion in the Statement, and a 
committee was appointed to draft the 
Statement. 


The first draft was 15 pages long. 
When it came to the attention of Mr. 
Sargent, then secretary of the Division, 
he, as an experienced newspaperman, 
said that while the Statement might be 
all right in substance, it was much too 
long to be read widely. He helped re- 
duce it to a 4-page statement without 
sacrificing one of the original state- 
ments of principle. But for this con- 
densation, the Statement as we know it 
perhaps never would have been heard 
of after its adoption. 


Relations with Lawyers: During the 
past 35 years, one of the most note- 
worthy developments in any trust field 
has been the clarification and adjust- 
ment of relations between lawyers and 
trustmen. Two of the main events have 
been the adoption, in 1941, by lawyers 
and trustmen of a joint declaration of 
policies and the creation of a National 
Conference Group of lawyers and trust- 
men. In this field, Robertson Griswold 
of Maryland Trust Company, Baltimore, 
richly deserves honorable mention. 


He was a member of the Trust Divi- 
sion Committee on Coooperation with 
the Bar from 1922 to 1945; chairman 
of the Committee on Relations with the 
Bar in 1945-1947; a member of the 
Committee ever since; and co-chairman 
of the National Conference Group from 
1941 to 1955. No other trustman in this 
field has labored so long. so consistent- 
ly. and so resultfully. 


Relations with Life Insurance Men: 
The two most significant events here 
have been: (1) establishment in Bos- 
ton in 1930 of the first Insurance-Trust 
Council; and (2) adoption in 1934 of 
A Statement of Guiding Principles for 
Relationships between Life Underwriters 
and Trustmen. An insurance man was 
a leader in each of these forward steps. 
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Franklin W. Ganse of the John Han- 
cock Mutual Life Insurance Company, 
Boston, lead in organizing the Boston 
Council, which was the forerunner of 
Life Insurance and Trust Councils and 
latterly of Estate Planning Councils. In 
1932 he wrote the volume, “What Bank- 
ers and Trustmen Should Know about 
Life Insurance.” In 1933-1934, he was 
chairman of the committee represent- 
ing the National Association of Life 
Underwriters that cooperated with a 
Trust Division committee of which Jos- 
eph W. White of Mercantile Trust Com- 
pany, St. Louis, was chairman, which 
formulated the Statement of Guiding 
Principles. 


A significant expansion of the insur- 
ance-trust-council movement was _ initi- 
ated in Fort Worth, Texas, in 1944, by 
establishment of a Council, known now 
as the Business and Estate Council, that 
included in its membership lawyers and 
accountants as well as insurance men 
and trustmen. One of the prime movers 
in this expansion was Murray Kyger. 
then of Houston Bank and Trust Com- 
pany, now executive vice president of 
The First National Bank of Fort Worth. 
Most of the Councils organized since 
1944 are Estate Planning Councils that 
include each of these four groups. 


(Before closing Mr. Stephenson also 
paid passing tribute to Roland Clark 
of Portland, Me.; Leon Little of Boston; 
Leslie McDouall of Newark, N. J.; 
Judge Edward J. Fox of Easton, Pa.; 
Alexander C. Robinson of Pittsburgh; 
Colonel Francis H. Fries of Winston- 
Salem, N. C.; Ralph Stone of Detroit; 
Frank Taylor of Chicago; Evans Wool- 
len, Sr., of Indianapolis; I. F. Frei- 
berger of Cleveland; Judge Thomas C. 
Hennings of St. Louis; Robert Sprague 
of Seattle; William J. Kieferdorf of San 
Francisco; Louis H. Roseberry of Los 
Angeles; George Waverley Briggs of 
Dallas; and Clarence M. Malone of 


Houston. ) 


*% *% *% 


The distance the trust business has 
come since 1920 need be only an earn- 
est of the distance it can go by 1990, 
when I hope that one of you, now in 
your 30’s, then in your 70’s, will tell 
of leaders you will have known in your 
day, and that yours will have excelled 
ours. But the shoulders of our leaders 
will have been the throne of yours, 


Note: Mr. Stephenson’s paper was excel- 
lently annotated: the editors will be pleased 
to furnish any citations on request.) 
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HEALTH IN BUSINESS 
for WEALTH OF BUSINESS 


STANLEY W. OLSON, M.D. 
Dean, Baylor University College of Medicine 


N ITS BROADEST SCOPE HEALTH REP- 
| resents the difference between a full 
life and a limited and restricted experi- 
ence. It is my conviction that the high 
standards of living and of health we 
have achieved are not unrelated. 


What has happened in the field of 
personal credit is a good example of 
this relatedness. Business cannot survive 
unless there is a steady consumer de- 
mand. Consumer demand, in turn, is re- 
lated to a sense of personal security, 
freedom from illness, and an expecta- 
tion that one will be well, will be work- 
ing, and will be able to pay off any 
obligations that have been incurred. 


We have been able to expand our 
personal credit to a substantial degree 
because we have insured our lives to 
pay off our debts if we should die, or 
if we should become ill. Expansion of 
life insurance and disability insurance 
is a reflection not only of our financial 
strength; it is even more importantly a 
reflection of the fact that we have re- 
duced the mortality and morbidity rate. 


Condensed from address before Mid-Continent 
Trust Conference, Nov. 3, 1955. 


It took American business a long 
time to realize that the health of the 
worker was worth doing something 
about. The first step was elimination of 
industrial hazards, mechanical and 
toxic, encouraged by the rapid devel- 
opment of Workmen’s Compensation 
laws, which made it more expensive to 
do nothing than to take positive steps. 
Until recently, management has given 
much less thought to the maintenance 
of its workers than of its machines. 


It is worthwhile emphasizing still 
one other facet of this problem. Ma- 
chines don’t vote, but workers do! 
Workers whose health breaks down, 
whose rights are disregarded, who are 
ignored or poorly treated by manage- 
ment, may ultimately elect to secure 
their rights and benefits through gov- 
ernmental means rather than through 
private sources. Most of the European 
countries have already established so- 
cialized medicine. They have done so 
at a cost to the principle of private en- 
terprise that is difficult to estimate; and 
tragically, to the detriment of the high- 
est standards of personal health. 
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Industry has begun to move into the 
field of health services as fast as its 
economy would allow it to add the cost 
of medical and hospital care to the 
benefits provided its workers. 


Industry has not had to concern it- 
self about the source of supply. But 
when doctors and nurses are not avail- 
able in sufficient numbers or when the 
schools that educate them are threatened 
with financial insolvency, it then be- 
comes one of those problems that in- 
dustry will have to look into carefully. 
We are at that point now. 


There have been several attempts to 
provide Federal aid to medical educa- 
tion. This is an apparently simple solu- 
tion, but one which has very serious 
implications, not only for education. 
but for our whole concept of the respon- 
sibility of private enterprise. The more 
acceptable solution of state aid through 
the construction and operation of medi- 
cal schools and medical centers has 
been widely employed in the last ten 
years. Since the end of World War II, 
ten new four-year schools of medicine 
have been developed, only one of which 
is a private school. 


The task of the medical school is not 
simply one of educating physicians, but 
also nurses, technicians, graduate stu- 
dents in medical sciences, and in some 
instances dentists. More important, how- 
ever, is the responsibility of conducting 
the research which is so essential if we 
are to continue to make progress in 
overcoming disease. 


The costs (of medical education) are 
almost five times as great as for the 
education of the average college student: 
more than $2,500 per student per year. 
The investment required to construct a 


medical school for the instruction of | 


approximately 100 new physicians per 
year is of the order of $20-$25,000,000. 
including a teaching hospital of 400 to 


500 beds and adequate research facili- [ 


ties. The National Fund for Medical Ed- 
cation in 1948 was formed to assist 
medical schools. This was a recognition 
by industry, for the first time that the 
real basis for health insurance lay not 
in the method of paying for hospital 
and doctors’ bills. but in the availability 
of well-trained doctors and nurses who 
have the skills to make sick people well. 


It remains to be seen whether busi- 
ness leaders can see the relationship of 
health training to the health of their 
workers, and the relationship of the 
health of their workers to the health 
of their business. 
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TECHNICAL ASPECTS CASTING 
SHADOWS? 


At this stage of the bull market, it 
seems better to trade for the short-term 
than te make long-term commitments 
in the general body of high grade stocks. 
Without doubting the expansion of the 
economy over the next decade or more 
and without doubting that business con- 
ditions will continue good throughout 
1956, there are reasons to expect some 
kind of pause in the phenomenal bull 
market that is now more than two years 
old. That pause may take the form of 
a long period of consolidation in a wide 
trading range or it may occur as a 
substantial and protracted decline. In 
the meantime, there appear to be excel- 
lent prospects of large rises over the 
next few months, principally in several 
secondary issues. 


In last July’s issue of TRUSTS AND Es- 
TATES, the writer pointed out that de- 
spite brilliant rises in the D.-J. Indus- 
trials, the stock market as a whole was 
showing progressive weakening. Each 
upthrust by the Average to a new high 
was accompanied by a smaller and 
smaller number of new highs in the 
market as a whole. Similarly, since the 
first of the year, the number of issues 
that advanced during the week showed 
a declining trend and the number of 
issues that declined during the week 
showed a rising trend. These condi- 
tions, revealing progressive deteriora- 
tion of bullish sentiment, continued 
through November. The following table 
shows these conditions as they existed 
during those weeks in which the In- 
dustrial Average made new highs in the 


seven principal upthrusts up to Novem- 
ber 26: 


DECEMBER 1955 


. Trade Winds. . 


. Memos . 


D.-J. No. of No. of 

Week Ind. No.of Advances Declines 

Ended New New (10-wk. (10-wk. 

(1955) High Highs average) average) 
Jan. 1,’55 404 426 825 465 
Feb. 12 414 333 759 536 
Mar. 5 420 303 743 552 
Apr. 23 428 256 691 589 
July 30 468 169 681 580 
Sept. 24 487 176 654 591 
Nov. 19 487 116 586 645 


This progressive deterioration does 
not necessarily mean, of course, that a 
large decline is close upon us. It may 
continue for several more months. It is 
unlikely to be reversed without a con- 
siderable decline in the general market 
level or without a long period of con- 
solidation. Neither of these two pros- 
pects provides a good time to make 
long-term commitments, though, as 
usual, a few defensive issues and fewer 
exceptions can be found. Similar con- 
ditions prevailed for seven months, 
from November 1945 to June 1946, be- 
fore the break in September 1946. This 
year, these conditions have prevailed for 
eleven months. 


Except in a few issues, some of them 
of institutional quality, the writer has 
not observed on the tape that persist- 
ent liquidating pressure that usually 
precedes an important or lengthy de- 
cline and until such pressure appears 
in a large number of issues, I would 
assume that there are good opportuni- 
ties for the short term in many second- 
ary issues which are showing good tech- 
nical strength. Some of them are still 
selling at low price-earnings ratios, ap- 
parently because they are not high 
enough in quality to qualify for insti- 
tutional investment and also have in- 
sufficient “glamour” to appeal to the 
short-term speculator. Several of them 
have not only recovered from the Sep- 
tember-October break, but have also 
risen substantially higher. 

Among the interesting issues for 
short term (and possibly for intermedi- 
ate or longer term) are those aircraft 
manufacturers engaged not only in pro- 
duction of the new, commercial jets, but 
also in guided missiles and in atomic 
energy. They are in strong positions 
marketwise and I believe they will con- 
tinue to be the most consistent leaders 
in the present phase of the market. 

A. J. CoRTESE 
CORTESE, KUPSENEL & CO. 
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HicH GRADE PREFERRED vs. COMMON 
STOCKS 


Based on historical relationship of re- 
turns from senior versus junior equities, 
there is cause for concern because the 
last time that the yields from these two 
groups of stocks were about the same 
was in 1946. 


As may be seen from graph (p. 1046) 
for the entire period from 1924 through 
1929, preferred stocks actually afforded 
a higher return than did common shares. 
But since 1940 the pattern has been a 
more normal one whereby common 
shares have yielded a greater return 
than high grade preferred issues, with 
the exception of one month in 1946. 

Relationships between the yields on 
high grade preferred stocks versus com- 
mon stocks over the past decade and a 
half have shown wide fluctuations, rec- 
ording a close correlation to the level 
of the market for common shares. In 
the two years of lowest investor prefer- 
ence for junior equities in this interval, 
namely 1942 and 1949, the spread be- 
tween the yields on high grade pre- 
ferred and common stocks was the wid- 
est. For example, in April, 1942, the 
return on 200 leading common equities, 
of 7.8%, was 1.8 times the yield on 
high grade preferred stocks. This same 
ratio also existed in June, 1949, when 
high grade preferred stocks were return- 
ing 3.87% while common shares yielded 
7%. 

As the stock market advanced in the 
1942-1946 bull market, the yield differ- 
ential between senior and junior equi- 
ties narrowed to reach its climax in 
May, 1946, when high grade preferred 
stocks were returning 3.42%, or slightly 
more than the yield on leading com- 
mon stocks, which averaged 3.4%. In 
like manner, the differential between the 
returns on high grade preferred and 
common stocks has shrunk in the past 
six years, so that in recent months the 
spread has been the narrowest since 
the spring of 1946. Currently, high 
grade preferred stocks are returning 
3.70%, while the composite yield irom 
common shares is about 4%. 

In appraising the relationship be- 
tween yields on preferred and common 
shares, a number of factors should be 
taken into consideration. The increase 
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YIELD COMPARISON: HIGH GRADE PREFERRED vs. COMMON STOCKS 
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in money rates in recent months has 
had its reflection throughout the yield 
curve, including higher returns on pre- 
ferred shares. From the standpoint of 
common stocks, larger dividend pay- 
ments have net resulted in substantially 
bigger yields because of the advance in 
share prices, It should be noted, how- 
ever, that despite the higher distribu- 
tions, the ratio of dividends to earnings 
is still historically low. 


Ominous suggestions are provided 
from the study of the present position 
of the yield comparison of high grade 
preferred versus common stocks. The 
current adverse ratio could be reversed 
in a number of ways. For example, low- 
ering of money rates with reduced 
yields on preferred stocks would im- 
prove the status of common shares. 
Likewise, increased dividends which 
would up returns on junior equities 
would have the same effect, as would 
lower share prices with dividends re- 
maining at current levels. It is always 
significant to analyze the ratio of yields 
on fixed income securities against junior 
equities. Historically, this gauge has 
often provided a clue to the future 
trends of the stock market. 


FRANCIS I. puPONT & CO. 


On THE AVERAGE 


For a quick look at day-by-day mar- 
ket performance or for a fast compari- 
son of security prices with some point 
in the past, investors and technicians 
have at their command a bevy of com- 
pilations such as the D.-J., New York 
Times and Moody’s averages and the 
Standard & Poor’s indices. Unfortun- 
ately, these various voices do not flow 
together in harmony but remain dis- 
sonant, particularly when market action 
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over a protracted period is gauged. Thus 
at their September highs industrial 
shares were 88° higher than at the 
top of the 1929 boom according to 
Standard & Poor’s, while followers of 
the Dow-Jones Averages noted an incre- 
ment of only 27% for the same period. 
These statistical discrepancies are ex- 
plained by differences in concept and 
coverage, in methods of weighting, and 
in the various adjustments for share 
splits, mergers and stock dividends. 


To avoid pitfalls of weighting, the 
New York Times index operates with an 
unweighted arithmetical average based 
on a hypothetical portfolio consisting 
of one share of each stock listed in the 
index. While this method eliminates 
some of the distortions characteristic of 
other indices it is a doubtful measure 
of market movements since market price 
rather than the relative importance of 
a security serves as the criterion. This 
becomes clear if it is realized that under 
this system a company with 100,000 
shares, each priced at 150, will have 
three times the weight of a company 
with 3,000,000 shares, each priced at 
50, although the second company has 
ten times the capital of the former. 


Standard & Poor’s Industrial Price 
Index is based on 50 stocks. In this 
compilation the share price is multiplied 
by the number of shares of that com- 
pany so that an aggregate market value 
is obtained; these are totaled and then 
related to the corresponding figure at 
the 1926 base period to obtain an index 
number. From time to time the base 
figure is adjusted to reflect the sale 
or issuance of additional shares. This 
index is weighted in favor of large com- 
panies with heavy common stock capi- 
talizations. For this reason the perform- 


ance of the giant General Motors with 
some 280 million shares far overshad- 
ows that of, e.g., J. P. Stevens with 
just under 4 million shares, both of 
which are included in the index. In 
theory this may be a valid approach 
when considering the overall market as 
it reflects a relatively true picture of the 
composite growth of the economy. How- 
ever, it hardly gives an accurate picture 
of individual investor performance as it 
is unrealistic to contend that the indi- 
vidual will divide his commitment in 
several companies according to the size 
of the enterprise, e.g., 70 shares of Gen- 
eral Motors for each share of J. P. 
Stevens. Since “blue chips” normally 
out-perform the market over any ex- 
tended period, it may be assumed that 
the S. & P. Index normally overstates 
investor performance. 


Dow-Jones, the oldest, has been cal- 
culated on its present basis since 1928 
by totaling the last sales price for 30 
stocks and dividing by a constant di- 
visor. This same divisor is used until 
some stock is split or reduced materially 
in price by a stock dividend, or until a 
substitution is made. This weights the 
average in favor of the higher-priced 
shares as their percentage price change 
will have a greater impact in determin- 
ing the percentage change of the com- 
posite average than that of the lower- 
priced shares. 


The main criticism of the D.-J., how- 
ever, is that if shares are split, the one 
new share with its reduced price takes 
the place of the old one, and the weight- 
ing, as represented by the divisor, is 
changed accordingly. Since the lower- 
priced shares will have narrower price 
movements, and since by adjusting the 
divisor downward the relative import- 
ance of changes in the price of other 
shares is increased, the split share af- 
fects the average less than previously. 
Presumably the stronger and more suc- 
cessful companies split more often. To 
the extent that this is true. the D.-J. is 
weighted against the more successful 
and understates the performance of the 
30 companies. Over the longer term this 
distortion is substantial. Between Janu- 


ary 1, 1945, and October 26, 1955, the | 
D.-J. Industrials rose from 152.58 to | 
455.75; if stock dividends and _ splits | 


had been kept in, using the 1945 di- 
visor, the 1955 figure would have been 
553.16. Thus, this index is of doubtful 
validity for long-term comparisons, use- 
ful as it is on a week-io-week or month- 
to-month basis. 


CARL M. LOEB, RHOADES & CO. 
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NEVER So Goop 


This year of 1955 is setting new 
marks along practically the entire eco- 
nomic front, with the exception of the 
agricultural community. September in- 
dustrial production reached a new rec- 
ord peak of 141% of the 1947-49 
monthly average as measured by the 
Federal Reserve Board index, with in- 
dications that October will show further 
rise; the FRB also predicts that 1955 
Gross National Product will top that of 
1954 by 7% to set a record at $387 
billion; electric power output for the 
week ended November 19th went above 
the 11 billion kilowatt-hour level for the 
first time in history, up 19.7% from 
one year ago. 


Employment is zooming, with Census 
Bureau estimates that more than 65 
million people were gainfully occupied 
in October. Factory work weeks rose 
on average to 41.2 hours, close to this 
month’s post-war peak and average 
weekly factory earnings set a new mark 
of $78.69, 9% above one year ago. 
Save for a few soft spots, industry is 
going all out to meet continuing con- 
sumer demand. The Christmas retail 
season is heralded as the best ever, 
President Eisenhower’s health shows 
every indication of being on the mend 
and the year is going out in a blaze of 
glory. 

As a corollary to the insatiable de- 
mand for goods which has sustained the 
economy at this rate, consumer credit 
totals at the end of September, accord- 
ing to Federal Reserve Board figures, 
stood at $34.3 billion, of which $13.9 
billion was in automobile paper. Some 
few curmudgeons have been unkind 
enough to view this sum with trepida- 
tion, which attitude is countered by the 
claim that we have entered upon an 
entirely new plateau of sustained activ- 
ity less susceptible to wide swings. Al- 
though few but extremists will contend 
that business cycles have been elimina- 
ted, the belief is widely held that so 
much has been learned in the last gen- 
eration about effective means of damp- 


1048 


ing economic forces that a return to 
depression conditions is impossible. 
Granting that sustaining forces exist to- 
day which bolster such thinking, human 
nature changes very slowly and there 
is always need for a strong hand to say 
“no” and prevent individual excesses 
which may snowball into a “bust.” 


Apparently the Federal Reserve Board 
felt that further restrictive steps were 
in order when it raised the rediscount 
rate for the fourth time this year on 
November 17th to 214%, the highest 
level since 1934. The step was gener- 
ally unexpected and aroused a storm 
of criticism on the grounds that credit 
was already sufficiently tight and that 
availability of mortgage money would 
be decreased. Effects of Reserve action 
are not always immediately apparent 
and events will tell whether their tim- 
ing was good. It demonstrates, however, 
that the Board has the courage to act 
with decision in accordance with its 
appraisal of existing conditions and 
that it is not to be deterred by popular 
or political clamor. 


The crop of 1956 forecasts is still 
largely unharvested but it seems logical 
to assume that current industrial levels 
will continue at least for the first half 
of the year. The McGraw-Hill survey 
indicates announced corporate spend- 
ing plans totalling $33.4 billion for 
capital purposes, some $4 billion and 
13% above estimated 1955 outlays, 
which is the more remarkable in that 
they were submitted after the President’s 
illness. The FRB production index gives 
every indication of further rise in com- 
ing months. General business sentiment 
is naturally optimistic, as is only nor- 
mal in the advanced stages of a boom, 
but some observers are questioning 
whether the twin pacemakers, motors 
and housing, can hold their hectic rate 
throughout 1956. 


As of this writing in early December, 
the stock market averages are again 
within striking distance of the levels 
prevailing at September 23rd prior to 
the severe break. An indication of this 


“bull-headed bull market’s” stamina lies 
in its ability to resist bad news such as 
the latest rise in the rediscount rate, 
which it took in stride. Favorable earn- 
ings, good dividend news and a rash 
of stock splits and stock dividends have 
assisted the upward trend, in spite of 
the cross currents of year-end adjust- 
ments for tax purposes. Some advisers 
are of the opinion that today’s levels, 
with certain exceptions, favor interme- 
diate holding rather than long-term in- 
vestment, in spite of which institutional 
funds are reported coming into the 
market in moderate volume. If, how- 
ever, today’s rate of business activity 
continues to throw off high profits for 
the full year of 1956, further substantial 
price advances may lie ahead but busi- 
ness slackening could find many stocks 
in a vulnerable area. 


It Dip Hapren HERE! 


The caption harks back to Nov. 8th, 
when the national electorate put its col- 
lective foot down on some 75% of the 
total $1.4 billion bond proposals sub- 
mitted. Based upon normal recent per- 
formance of 85-90% approval at the 
polls, political sponsors probably con- 
sidered most of the proposals already 
“in the bag” but in many cases their 
expectations emerged severely dented. 
Even though approximately half of the 
$1.4 billion total was represented by the 
defeated New York State road issue of 
$750 million, a surprisingly large num- 
ber of smaller projects was turned down 
in what can only be construed as grow- 
ing antagonism to higher taxes and ex- 
panded governmental paternalism. By 
and large, although not exempt from 
rejection for local reasons, needed ex- 
pansion of public facilities fared well. 
especially school bonds. Both New York 
and New Jersey, however, met over- 
whelming defeat in their attempts to 
create new water facilities. 


The results of the recent balloting 
should probably not be considered as 
marking a millenium or constituting a 
“revolt” but people in all tax brackets 
are apparently becoming a bit more 
choosy about the purposes for which 
their incomes are being tapped. 


In like vein, Ohio voters passed out 
a resounding walloping to the CIO- 
sponsored move for integration of state 
unemployment benefits with supple- 
mental lay-off payments from private 
employers, against which three of five 
voting said “no.” This measure, if 
passed, would have implemented the 
Ford and General Motors agreements 


TRUSTS AND ESTATES 





flu 
eq 
ap} 
ten 
ins 
Col 


DE 


By 
om 
ex- 
ell. 
ork 
er- 


ing 

as 
g a 
kets 
lore 
rich 


out 
10- 
state 
yple- 
vate 
five 
_ if 

the 


ents 


ATES 





by chalking up the necessary two-thirds 
of total employees in states permitting 
such integration. The CIO went all out 
to carry this proposal but it is obvious 
that the Ohio labor vote did not go 
down the line for its passage, preferring 
to express individual convictions. The 
fact that this measure was linked with a 
proposed 50% increase in amount and 
duration of State unemployment bene- 
fits was probably an influence but it 
still marks a heartening note of con- 
servatism. 


When the CIO negotiated the Ford 
and General Motors modified GAW 
labor contracts earlier in the year, 
critics of the arrangement were swamped 
in the general flood of approbation but 
the Ohio vote is only another indica- 
tion that many of Mr. Reuther’s mem- 
bers are beginning to suspect that he 
may have outsmarted himself and that 
apparent gains are less than hoped for. 
Under the existing setup, only a small 
percentage of present workers is likely 
to benefit because seniority will nor- 
mally protect the older employees and 
the principal beneficiaries will be casual 
or temporary workers. In any event, the 
hard core of old-timers seems to be 
coming to the conclusion that they are 
going to get very little out of this deal. 


A sounder approach to employee pro- 
tection appears to be embodied in the 
so-called Individual Income Security 
Plan which has been written into labor 
contracts with at least two of the largest 
units in the glass industry. Here an in- 
dividual account is set up and five cents 
for each hour worked is credited, with 
a top of $600. If ill or laid off, it is 
his to draw upon; if he leaves the com- 
pany, it is his with interest; if he dies, 
it belongs to his heirs. Here there are 
no problems of integration with state 
unemployment benefit laws and, addi- 
tionally, the employee has an incentive 
to keep working or seek new employ- 
ment if unfortunately laid off. The 
plan offers a determinable cash asset 
to meet personal emergencies and, al- 
though the verdict is yet to be rendered, 
this concept may prove to have greater 
appeal than the “half-a-GAW” so tri- 


umphantly proclaimed in the Spring of 
1955. 


DoLiars WitH DEGREES 


The attractions which originally in- 
fluenced inclusion of highest-grade 
equities in educational endowment funds 
apparently continue to counsel their re- 
tention, according to reports from 38 
institutions as of last June 30th. This 
compilation, prepared by Vance, Sand- 
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ers & Co. of Boston, embraces total as- 
sets of $2.1 billion of which 56.5%, 
on average, is represented by partner- 
ship capital, followed by 30.5% in 
bonds and cash. Preferred stocks stand 
at 6% of the total, with real estate and 
mortgages of 5.5%. 


The top holding of stocks was 79.2% 
in Wesleyan University’s $35 million 
portfolio and the lowest rung on the 
ladder was occupied by Vassar, at 
42.590, with Bates, University of Pitts- 
burgh and Barnard all between the low 
and 45.2%. Other institutions express- 
ing major confidence in the rewards of 
partnership participation were the Uni- 
versity of Virginia with 77.5% of its 
$38.3 million, with Amherst, California 
Institute of Technology, Case Institute 
of Technology, Dartmouth, Pomona, 
Washington and Lee and Wellesley in 
the 60-70% group. Eighteen of the 38 
funds reported common stock positions 
in excess of the overall average. 


These figures indicate a_ slightly 
larger equity percentage than the aver- 
age of 50.36% turned up by a Trusts 
AND EstTaTEs survey of 20 selected in- 
stitutions with aggregate assets of $1.7 
billion, based upon various report dates 
ranging from one to six months earlier 


than the Vance Sanders report. (T. & E. 


July/1955, page 580.) The increase of 
around six percentage points as of June 
30th is probably largely accounted for 
by the continued advance of institu- 
tional grade stocks because the com- 
ments of the fund managers in our earl- 
ier survey evidenced a decided reluc- 
tance toward new commitments at then 
prevailing levels. It should also be noted 
that the $2.1 billion asset total of the 
Vance Sanders report includes invest- 
ment in college plant if regarded as an 
income producing element of the en- 
dowment, whereas the T. & E. survey 
was concerned primarily with security 
portfolio composition. 


Income statistics are incomplete for 
the Vance Sanders group but 31 repre- 
sentative units provide figures which 
indicate an average yield of 2.8% for 
bonds, 3.9% for preferred stocks and 
3.4% for common stocks, with a com- 
bined return of 3.3%. Comparisen of 
this composite return with the 5.46% 
of such an outstanding management per- 
formance as shown by the Harvard Uni- 
versity Fund for the past year is hardly 
valid because of the divergent needs and 
objectives of each fund, but it serves to 
highlight the investment achievement of 
the Chief Marshal of the academic dol- 
lar parade. 





FOR YOUR BENEFIT— 
OUR INVESTMENT EXPERIENCE 


You know the importance of sound judgment in 
solving any problem wisely. You know too that this 
comes only after years of training and practice. 


A wise decision about investments for the trusts or 
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INVESTMENT ADVISORY 


estates you direct also demands this factor of sound COMMITTEE 
judgment. Why not let us supplement your knowl- 
edge? Why not let us save you hours of precious time? 
Call on the services of our Investment Advisory Com- 
mittee, a group of men with many years of experience 
in dealing with all sorts of investors’ problems. You 
can avail yourself of their familiarity with the gamut 
of securities, from AAA bonds and tax exempts 
through convertibles to growth common stocks, in 
selecting the combination of issues best suited to the 
aims of your trusts and estates. 





L. F. ROTHSCHILD & Co. 





You can take advantage of this service immediately, 
without cost or obligation on your part. Write today 
for free booklet describing this committee fully. 


Write today for your copy of our 
pamphlet, telling you more of our 
Investment Advisory Service. 





L. F. ROTHSCHILD & Co. 
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A necessary duty of the professional 
investor is to appraise management. The 
orthodox “industry approach” to se- 
curity selection becomes less mean- 
ingful as companies seek growth by 
diversification across industry lines. A 
first step in the evaluation of manage- 
ment is to assay what it says about its 
company’s plans and prospects. 

Good management has recognized the 
growing weight of professional invest- 
ment opinion and the mutual advantage 
of keeping it informed. Full disclosure 
has become the accepted rule. Mistakes 
are admitted freely and unfavorable 
developments are no longer glossed over. 
Lack of frankness is destructive of in- 
vestor confidence. 

“Management Speaks” will list each 
month key addresses by top officials of 
companies whose management has spoken 
to provide facts of investment signifi- 
cance. Copies of most of these talks may 
be obtained by writing to the speaker. 
All of this month’s selections are available 
except those of Allis-Chalmers and In- 
land Steel. 





ALLIS-CHALMERS MFG. CO. 


by R. S. STEVENSON, president 
to Cleveland Society of Security 
Analysts, Nov. 10. 


Higher costs have reduced profit 
margins but sales for the year will be 
largest in history, and the 45,317 share- 
holders (an all time record) can ex- 
pect the same rate of profits in the last 
quarter as was established in the first 
nine months. 


“We have booked about 50 million 
dollars more orders since the first of the 
year than we had booked to date last 
year. About half of this amount has 
been reflected in our increased sales and 
half has gone into our backlog,” — 
stated the Allis-Chalmers president but 
did not disclose the total amount of this 
backlog. 

Stevenson said that in the nuclear 
power field, much of the major equip- 
ment which will be used in generating 
power for the Atomic Energy Commis- 
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MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 
Contributing Editor 


sion’s Argonne National Laboratory 
nuclear power plant, had been com- 
pleted. “The 5,000 kilowatt plant, called 
the experimental Boiling Water Reac- 
tor, is scheduled to produce power in 
fall of 1956 and will be the first speci- 
fically designed and constructed for that 
purpose.” 


CAMPBELL SOUP CO. 
by Witiiam B. Murpny, president 


to New York Society of Security 

Analysts, Nov. 10. 

Forthright disclosure of objectives 
and basic business philosophy of this 
important newcomer to the list of com- 
panies with wide public ownership, in- 
dicate that the Campbell management 
intends to maintain enlightened policies 
in relationship with the financial com- 
munity. 


“Six principles guide our operation, 
“1. We concentrate on _ products 
that are convenient for the consumer. 


“2. We devote much time and effort 
to the procurement of superior ingredi- 
ents. 

“3. We pay particular attention to 
product formulation and manufactur- 
ing procedure. 


“4. Mechanization and automation 
are not new to us but the handling of 
food imposes some special problems. 
“5. We consider efficient marketing 
to be vital to our welfare. 

“6. At least as important as any of 
the factors in our business are the ex- 
tensive efforts in research and develop- 
ment — especially in agricultural _re- 
search, new equipment development, 
new product and new process develop- 
ment, production improvements, mar- 
keting research, and basic research, the 
last being related particularly to flavor 
and nutrition. 


“Last year we made over 50 product 
improvements. This year we expect to 


make at least as many. Some of you 
may have seen in our annual report the 
chart showing our growth record. Part 
of this is due to the fact that 41 of our 
68 products are new within the last 
ten years. 


“The average age of our top manage- 
ment people is 47 years. Only 10 of 129 
management people are 60 vears of age 
or over. 


“About a year ago | said that we 
would hit a sales volume of $500 mil- 
lion in 1960—that was before the 
Swanson Company was acquired. Now 
we can say we should shorten the time 
before we that dollar sales 
figure.” 


reach 


Another unique feature of Mr. Mur- 
phy’s talk was his facing up to the 
question of future dividend policy: 


“As to dividends, the published rec- 
ord shows that in the past 17 years we 
paid out 51.5% of net earnings in divi- 
dends. In the past three years we paid 
out 52.1%. In the fiscal year 1955— 
49.8%. What will be paid out in the 
future will depend upon circumstances 
dictated entirely by our desire to pay 
the maximum possible dividends com- 
patible with the long-term welfare of 
the company.” 


Under the caption “Where We Are 
Going,” Campbeil’s president points up 
some basic trends that favor an expand- 
ing market for “convenience foods”: 
decline in the number of American 
households with servants; movement to 
single family homes; enhanced interest 
in the kitchen; number of meals at 
which only two people are present; lack 
of incentive for tedious food prepara- 
tion; higher level of knowledge about 
nutrition; awareness of the superior 
nutritive values of many canned and 
frozen foods; demonstration of time- 
saving culinary skills. 


“We have been successful in having 
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soups used an average of 114 meals per 
week,” states Mr. Murphy and adds, 
“maybe you will say there are only 
14 eligible meals per week, but possibly 
that figure should be 21 meals since 
some people like soup for breakfast. 
We intend by low pressure means to 
spread that habit, and some day this 
may be an important factor in our 
business. In any event, we think it pos- 
sible to increase the soup serving habit 
from an average of 114 times per week 
to possibly 214 to 3 times per week.” 


CINCINNATI MILLING MACH. CO. 
by FREDERICK V. GEIER, president 


to New York Society of Security 
Analysts, Nov. 21. 


From the investor’s standpoint the 
disclosures of the management through 
public talks should provide a basis for 
judgment as to whether the securities 
of the company, particularly its com- 
mon stock, meet individual require- 
ments. Not always does the speaker 
make as clear and concise a resume of 
what the investor may expect as did 
Mr. Geier when he stated: 


“TI believe you will recognize that it 
(Cincinnati Milling) is not a company 
for the investor who requires a high 
dividend payout of current earnings or 
who seeks a quick rise in market value. 
Cincinnati Milling can be of interest 
only to those who believe with us in the 
importance of trying to build up the 
basic underlying value and strength of 
the Company as to most rewarding in- 
vestment in the long run.” 


ELECTRIC STORAGE BATTERY CO. 
by C. F. NorBerc, president 


to Financial Analysts of Philadelphia, 

Nov. 17. 

Net earnings for the first nine months 
of 1955 of $3.058,000 before taxes com- 
pared with a net loss of $958,000 in 
1954 followed the acceptance by Mr. 
Norberg of the chief executive responsi- 
bilities of this 67 year old company. 
He forecast net sales for the full year 
about 12% above 1954 and profits in 
excess of the normal dividend rate of 
$2 per share. 


The improvement was attributed to 
the increase in sales, and to cost reduc- 
tions in both the automotive and in- 
dustrial division. 


On the future outlook Mr. Norberg 
stated: 


ee . 
We have strengthened our organiza- 
tion in sales, manufacturing, engineer- 
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ing and research. In this work our 
management inventory and _ develop- 
ment activities have borne fruit. They 
will continue to receive priority.” 


FRUEHAUF TRAILER CO. 
by Roy FRUEHAUF, president 


to Investment Analysts Society of 


Chicago, Nov. 3. 


Although per share earnings for the 
nine months of 1955 increased to $2.91 
from $2.05 for the corresponding 1954 
period, and sales were well above last 
year, “we at Fruehauf are far from sat- 
isfied with either situation.” 


Two factors he considered to have 
been adverse to earnings: the high 
starting costs of introducing several 
new Volume Van trailers; the reduc- 
tion in schedules below planned pro- 
duction through failure of suppliers to 
meet increased requirements for mate- 
rials, but “these conditions are improv- 
ing steadily and the outlook for the 
fourth quarter is for substantially high- 
er sales and earnings.” 


“The Fruehauf Volume Van trailer— 
with its 35 per cent more freight. haul- 
ing capacity than the conventional 
trailer—created a replacement market 




















MUNICIPAL 


BosTON 











GOVERNMENT 


PUBLIC UTILITY & INDUSTRIAL BONDS 
EQUIPMENT TRUST CERTIFICATES 
INVESTMENT STOCKS 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 


RAILROAD 


PHILADELPHIA 




















aa 














1051 








for some 250,000 to 300,000 trailers on 
today’s highways, and established an 
entire new field for motor transport. . . 
To make a profit a trucker must reduce 
trips . . . carry a greater load. The 
Volume Van does this job and does it 
unusually well.” 


Although the best sales year in the 
history of the company was $193.6 mil- 
lion Mr. Fruehauf estimates sales of 
$350 for 1956 and for 1957 $500 mil- 
lion conditioned only by the reserva- 
tion “if the country’s economy contin- 
ues healthy and we expect it will.” 


FOOD FAIR STORES, INC. 
by Louis STEIN, president 


to New York Society of Security 
Analysts, Nov. 22. 


This large unit retailer of foods has 
well defined plant for continued expan- 
sion. With the opening on a single day 
last week of four Food Fair supermar- 
kets the annual sales rate passed the 
half-billion dollar mark compared with 
less than $30 millions only fifteen years 
ago. 

In answering the question “What 
does Food Fair propose to do?” the 
company’s president announced: 


“At present we are engaged in a 
100 store, $55 million store expansion 
program. Since January 1, 1955 we 
have opened 30 stores under this pro- 
gram. We now have 24 supermarkets 
under construction with 18 more to 
start shortly, accounting for 72 of the 
planned 100. We expect to have 45 of 
the 100 units in actual operation by 
April of 1956. The balance should be 
in operation by April of 1957, bring- 
ing us to our goal of more than 300 
stores by that target date.” 


In terms of sales volume, Mr. Stein 
made equally specific forecasts when 
he stated: 


“Commencing with our next fiscal 
year, we hope to generate annually 
$100 million of new business from in- 
ternal expansion. Our goal is a sales 
volume of $1 billion in five years.” 


INLAND STEEL CO. 

by Josepu L. BLock, president 

to New York Society of Security 
Analysts, Nov. 3. 


The president of the seventh largest 
steel producer recognized that security 
analysts are interested primarily in re- 
sponsible management “predictions of 
things to come.” 
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With regard to the all important con- 
sideration of raw material supply, Block 
stated that the company consumed about 
5 million tons of ore in a year, 85 per 
cent of which is obtained either from 
its own mines in Minnesota and Mich- 
igan or through partnership arrange- 
ments in these states. For future supply 
the company forecasts an ultimate an- 
nual production of 3 million tons of 
ore from its wholly owned subsidiary, 
Caland Ore Company, Ltd., engaged 
in extensive development in the Steep 
Rock Lake area of Ontario. Initial 
deliveries of ore are expected in 1960 
with one day’s saving in transportation 
as against deliveries from Duluth area. 


“We are continually adding iron ore 
reserves in other areas located advan- 
tageously to our Indiana Harbor 
Works. In fact, for many years we 
have acquired much more iron ore an- 
nually than we have consumed, and un- 
doubtedly will engage in new projects 
from time to time which will include 
not only direct shipping ores but also 
low grade ores requiring beneficiation.” 


Speaking of the widespread applica- 
tion of stock option plans as a medium 
for maintaining a good relationship be- 
tween management and _ employees, 
Block stated that 11,003 employees out 
of a total of about 28,000 had taken 
options on 232,631 shares of Inland 
stock at $69.75 a share under the new 
plan which began in July. The original 
option plan which terminated in Au- 
gust involved the purchase of 159,302 
shares by 5,362 employees. 


“In the nine-year period 1946-1954 
capital expenditures totaled $237 mil- 
lion. We estimate 1955 expenditures 
will approximate $45 million.” The re- 
cently announced expansion program 
for 1956-1958, at Indiana Harbor 
Works “involves a 15 per cent increase 
in our ingot capacity, the construction 
of important new rolling mill facilities 
and improvements to existing equip- 
ment,” which would result in an event- 
ual doubling of production capacity for 


cold-rolled sheet. 


The program of expansion, involv- 
ing contemplated expenditures in the 
three years 1956-1958 of $260 million 
may be considered to be a strong vote 
of confidence in the “outlook for steel 
in the Chicago district and adjoining 
territories.” 


The company expects to obtain a sub- 
stantial portion of the required funds 
for expansion of its facilities from re- 
tained earnings and depreciation re- 
serves, 


LEHIGH PORTLAND CEMENT CO. 
by JosepH S. YOUNG, president 


to Financial Analysts of Philadelphia, 
Nov. 3. 


“The most rapidly expanding market 
for cement and the one that holds the 
greatest promise for the future is con- 
crete road construction” says this com- 
pany’s president. 


“This year highways are expected to 
use about 55 million barrels and in 
1956 probably more than 60 million 
barrels of cement. Assuming Congress 
is committed to a program such as the 
Eisenhower bill envisions we estimate 
that the average requirement for addi- 
tional cement would be between 55 and 
60 million barrels per year: about 
double the present use for highway con- 
struction.” 


“We know from our own experience 
that a new plant, or a 50% or better 
addition to an old plant costs at least 
$10 per barrel of capacity. . . The sell- 
ing price of cement today is less than 
$3 per barrel. The net profit after taxes 
is about 45c per barrel. Attractive as 
this appears at first blush, 45c a barrel 
is only a 444% return of the $10 per 
barrel investment required to provide 
the new capacity.” 


“We in Lehigh Portland Cement have 
embarked upon a most ambitious pro- 
gram which will sorely tax our limited 
resources.” He elaborated that his com- 
pany’s capacity had increased from 
19.3 million barrels at the end of the 
war to a contemplated 26.5 million at 
the end of 1956. Total commitment for 
major capital expenditures in 1956 he 
estimated at $25 million; financed $9 
million from depreciation, $6 million 
from 1956 earnings, $3 to $4 million 
set aside from 1955 earnings, and $8 
to $9 million from bank credit. 


“Despite the decline in home con- 
struction there are no other signs of a 
cessation in building activity. So long 
as construction continues to maintain 
the records established during the past 
few years, there is every reason to have 
high hopes for the future of the cement 
industry.” 


REPUBLIC STEEL CORP. 


by C. M. Wuite, president, T. F. Par- 

TON, assistant president and first vice 

president; Norman W. Foy, vice 
president in charge of sales 


to New York Society of Security 
Analysts, Nov. 22. 


The top management team of the 
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third largest steel company provided 
the program of the second management 
forum of the N. Y. Society. These meet- 
ings are designed to furnish a more 
comprehensive coverage of individual 
company position and prospects than 
the Luncheon Forum Talks. 


After summarizing the current year’s 
results with the statement: 


“Republic will sell more steel, take 
in more money and show greater net 
earnings than in any year in its his- 
tory,’ Mr. White states, “We will con- 
tinue to improve our earnings, per dol- 
lar of sale.” This is a significant fore- 
cast at a time when many observers 
have commented upon the declining 
trend in profit margins of most indus- 
tries. In support of this optimistic pre- 
diction, Mr. White had disclosed earlier: 


“A review of steel profit levels during 
recent years with those prevailing in the 
1920’s and 1930’s shows that the indus- 
try has made great strides in improv- 
ing the stability of its earnings. 


“In our own case this is due in part 
to the fact that we have established a 
much more realistic relationship be- 
tween the cost of producing the steel 
and its selling price than prevailed 
some years ago.” 


Mr. Foy outlined the company’s ex- 
pansion program which envisages a l,- 
600,000 ton or 16% increase in ingot 
capacity at an added expenditure of 
$130 million. 


With regard to the price of steel Mr. 
White maintained: 


“If certain of our raw material costs 
continue to rise in the period immedi- 
ately ahead, another increase in the 
price of steel will have to be made to 
maintain the present profit relation- 
ship.” He had stated that wage increases 
and previous price increases were al- 
most a precise stand-off. 


STANDARD OIL CO. OF IND. 


by Ropert E. Witson, chairman of the 
board 


to New York Society of Security 
Analysts, Nov. 29. 


On November 1, Mr. Wilson calmed 
a great many of the latent fears of in- 
vestors in oil shares about the competi- 
tion of atomic energy in his carefully 
documented talk to the Independent 
Petroleum Association of America. 
Titled “Appraising the Probable Import 
of Atomic Energy on the Petroleum In- 
dustry,” his talk concluded that for the 
next quarter-century “the ultimate prob- 
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lem is not what fuel is going to be 
crowded out but what can come along 
to help carry the rapidly growing load.” 


He contemplated a gain in earnings 
for the final quarter of 1955 over the 
corresponding period of 1954 and re- 
ported that earnings for the nine months 
were about 26% ahead of last year. 


Mr. Wilson framed the question, 
which he believed was in the minds of 
a great many security analysts: 


“Since foreign production has been 
more profitable and expanding more 
rapidly than domestic, especially dur- 
ing the past six or seven years; why 
have we done so little to get foreign 
production?” His answer was: 


“We have gone into foreign produc- 
tion in the one place that best fits into 
our overall midwestern picture, namely 
Canada, where we currently have a very 
large spread of acreage, several promis- 
ing discoveries, and a current net pro- 
duction of 8,000 barrels per day, about 
12 times that of a year ago. We have 
recently taken large concessions in Cuba 
and are negotiating for one in Jamaica 
which, if found to be productive, would 
fit well into our American Oil Company 
picture.” 


He added: “ ... the only ways by 


which we could have taken care of our 
domestic financial needs and raised the 
large sums required to get into foreign 
operations would have been either (1) 
to go deeply into debt, (2) to sell our 
stock below its book value and far be- 
low its true value, or (3) to sell our 
Jersey stock, again at far below its real 
value, and pay a capital tax on top of 
that.” 


Mr. Wilson admitted that when con- 
sideration was given to the sale of 
Jersey stock it was decided that with a 
late start that they could not reasonably 
expect to do as well with foreign pro- 
duction as with the Jersey stock. In 
support he mentioned that Indiana’s 
holdings of Jersey stock had a market 
value of $100 million in 1945 and that 
the 40% of the original holdings now 
remaining were worth about $236 mil- 
lion. The remaining 60% has been dis- 
tributed since 1948 in special dividends 
to Indiana shareholders. 


With regard to Indiana’s overall in- 
dustry position, the chairman noted that 
his company produced about 4% of the 
national total, refined about 8% and 
the movement through its pipelines to- 
tals about 16% of aggregate pipeline 


movement. 
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1. U.S. Government Yields __..._____ 
3-Year Taxable Treas. _...______. “; 2.76 2.56 1.78 2.76-1.86 280-1.48  1.68-0.90 1.82-1.07 (a) (a) (a) 
5-Year Taxable Treas. _..._____ “ 2.89 2.71 2.07 2.89-2.18 3.00-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. >>. 2.89 2.80 2.49 2.99-2.52 3.16-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/72-67 __ Ge 2.89 2.81 2.56 2.97-2.60 3.16-2.21 2.48-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%, 12/15/67 % 2.88 2.80 2.56 2.94-2.60 3.31-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
8148, 1983-78 % 2.92 2.89 2.69 3.00-2.68 (b) (b) (b) (b) (b) 
8s, 1995 a eR 3.00 2.99 ote 3.06-2.96 
2. Corporate Bond Yields _— 
Aaa Rated Long Term % 8.18 3.10 2.89 3.14-2.91 3.44-2.65 2.91-2.45 2.88-2.59 6.75-2.70 6.38-4.42 
Aa Rated Long Term —_.____— ee ee / 3.20 3.19 3.04 3.23-3.04 3.52-2.70 2.98-2.53 3.06-2.66 7.08-2.90 6.84-4.59 
A Rated Long Term —_ % 3.30 3.32 3.13 3.32-3.14 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term % 3.59 3.59 3.45 3.59-3.45 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax-Exempt Bond Yields —_— 
Aaa Rated Long Term _...._- >> Sesé/ 2.21 2.24 1.96 * 2.34-2.05 2.73-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) (ce) 
Aa Rated Long Term ———______. % 2.33 2.35 2.05 2.46-2.18 2.96-1.87 2.21-1.04 2.11-1.21 3.02-1.78 (b) (c) 
A Ratet isas Ton ——_—___. one Fe 2.70 2.70 2.40 2.83-2.54 3.84-1.72  2.64-1.28 2.49-1.49 3.29-2.11 (b) (c) 
Baa Rated Long Term —___._..__.__ % 3.20 3.23 2.96 3.25-3.02 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60(b) (ce) 
4. Preferred Stock Yields ——___ 
Industrials—High Dividend Series 
High Grade % 3.91 3.91 3.85 3.95-3.87 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade __._-_-_--__----— 4.48 4.46 4.53 4.54-4.45 5.28-4.53 5.08-4.14 6.94-4.33 12.73-4.91 8.05-5.61 
Tndustrials—Low Dividend Series 
High Grade % 3.69 3.71 3.65 3.73-3.63 4.02-3.45 3.92-3.27 (d) (d) (d) (d) 
Medium Grade _--_-_--—SS esi 4.09 4.09 4.09 4.13-4.03 4.39-3.80 4.20-3.52 (d) (d) (d) (d) 
Utilities—Low Dividend Series 
High Grade % 3.96 3.94 8.85 3.98-3.89 4.45-3.77 4.24-3.40(d) (d) (d) (d) 
Medium Grade ~~ ~..___ % 4.25 4.27 4.20 4.32-4.19 4.87-4.17 4.65-3.69 (d) (d) (d) (d) 
5. Common Stocks 
125 Industrials—Prices (f) —....... $143.78 $133.96 $110.13 143.78-116.83 115.64-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (e) 
125 Industrials—Dividends (f) $5.69 $5.30 $4.72 5.69-4.79 4.73-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (e) 
125 Industrials—Yields _.....-» = % 3.96 3.96 4.29 4.18-3.63 6.84-4.09 7.29-3.20 7.71-3.56 10.13-2.59 6.21-8.19 (e) 
(a)—U. 8. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—Low Dividend Preferred Yield Averages in this series date from 
(b) —U. 8S. Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (c)—125 Industrials Averages date from Jan. 1, 1929. 
(f)—Dollars per share. 
*Revised 
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PENSION AND PROFIT-SHARING FUND INVESTING 


HE GROWTH OF PENSION AND 

health and welfare trust funds, de- 
scribed by a New York bank president 
as “the spectacular development in the 
trust field of our time,” has presented 
new investment problems. In this dis- 
cussion, we shall focus our attention on 
the pension aspect. 


A pension plan imposes on the em- 
ployer a fixed dollar liability. For ex- 
ample, if an employer promises to pay 
his employees at age 65 a pension of 
$2.00 a month multiplied by years of 
service, he commits himself to an actu- 
arially determinable obligation. Under 
the funding arrangement, the employer 
sets aside certain sums each year to 
accumulate capital funds sufficient to 
discharge the liability as each employee 
reaches retirement age. 


A deferred profit-sharing plan, on the 
other hand, does not create a fixed 
dollar liability. Under this type plan, 
the employer agrees to deposit in a 
trust fund a certain percentage of pro- 
fits, stated in a formula which is part 
of the plan qualified by the Internal 
Revenue Service. 


Because employer contributions are 
not actuarially determinable in a profit- 
sharing plan, employee benefits are not 
actuarially determinable either, with the 
result that an employee’s equity is ex- 
pressed as a number of units, whose 
dollar value depends upon the asset 
value of the entire trust as of date of 
valuation. Retirement benefits in an in- 
dividual case depend upon number of 
units accumulated to individual credit 
multiplied by unit value as of the date 
of payment. 


The dollar liabilities of a pension 
trust can be calculated with some degree 
of accuracy. Retirement age and length 
of service are known factors. If, for ex- 
ample, no employee is more than 50 
years of age when the trust is created, 
and if the plan provides for retirement 
at age 65, the trust officer knows there 
will be no payouts for 15 years, and that 
thereafter the schedule will be geared 
to the number of persons qualifying for 
retirement benefits and the sum of the 
individual amounts. He does not know, 





Based on a talk by Mr. Haines at the Pension 
and Profit-Sharing Fund Seminar conducted by 
Kennedy Sinclaire, Inc. in New York City, October 
17-19, 1955. 
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Dr. Charles E. 
Haines of New York 
City is the manager 
of the Pension and 
Institutional Ser- 
vices Department of 
Merrill Lynch, 
Pierce, Fenner and 
Beane. During the 
last four years he 
has conducted pen- 
sion and profit-sharing seminars for several 
thousand employers, corporate executives, 
trust officers, attorneys, accountants, and 
labor officials in sixty of the larger cities 
throughout the country. A former college 
president, he holds degrees from Colorado, 
Columbia, and Harvard Universities. 





of course, the number of years an in- 
dividual pensioner will survive, but his 
calculations will properly be based on 
the actuarial assumption, whatever that 
may be—perhaps 15 years. His invest- 
ment responsibility, therefore, is to make 
certain that the required dollars are 
available as liabilities fall due. 


Planning Guides Investment Policy 


To discharge the responsibility, the 
trust officer should prepare, with the 
help of the actuary, a schedule of esti- 
mated income and payouts for as many 
years in the future as feasible. This 
schedule will become the foundation, 
as well as the point of reference, for 
overall investment policy. 


This raises the question of investment 
ratios. Until recent years, general prac- 
tice was to invest pension trust assets 
entirely in fixed income securities, on 
the theory that fixed assets best met the 
requirements of fixed liabilities. If the 
actuarial assumption on earnings was 
214%, as was usually the case, the re- 
sponsibility of the trust officer could be 
discharged by selection of appropriate 
maturities of Government and prime 
corporate bonds, with minimum risk 
and a minimum of investment acumen 
and experience. 

The pattern of pension trust invest- 
ment has completely changed, much of 
it within the last five years, with recog- 
nition of the importance of fund earn- 
ings in relation to costs or benefits, and 
the inflation factor. 

Over a period of years, an increase in 
fund earnings of as little as one-half 
of 1% above the actuarial assumption 
of 244% can reduce costs or increase 


benefits as much as 10%. As cost-con- 
scious employers and benefit-conscious 
employees became aware of this earn- 
ings factor, they scrutinized more close- 
ly the performance of their funds and 
concluded that 24% or 3% was not ac- 
ceptable if 3144 or 4% could be achieved 
with due regard to safety of principal. 


Furthermore, inflation compelled nu- 
merous upward revisions of benefit 
schedules for which fixed income in- 
vestments provided no offset. An in- 
vestment portfolio which to some ex- 
tent kept pace with inflation had obvi- 
ous attractions. Common stocks have 
provided part of the answer. 


A continuing pension fund charac- 
teristically grows in size, perhaps for 
a period of 20 or 30 years, until it 
reaches a point at which income and 
payouts are in approximate balance. 
Theoretically, at this levelling-off point, 
in a stable fund, current contributions 
plus fund earnings approximately equal 
current pension liabilities. This being 
true, the trust officer may invest a 
reasonable percentage in common stocks 
in the expectation that he will not be 
under compulsion to liquidate on de- 
pressed markets to meet liabilities. The 
ability to hold stocks through periods 
of temporary price weakness eliminates 
an important part of the speculative 
element of stock ownership. 


What About Ratios? 


What proportion of the assets of a 
pension fund should be invested in 
fixed income securities and what pro- 
portion in equities? Since ratios should 
be tailored to liabilities, they will nat- 
urally vary but in general the following 
may be regarded as conservative: 


Government bonds 20% 
Corporate bonds ___._. 40 
Preferred stocks _..__. 15 
Common stocks _..._. 25 


Mortgages, municipal bonds, and 
building and loan association shares in 
a pension fund may be considered the 
equivalent of corporate bonds in com- 
puting ratios. As a rule, municipal 
bonds have little or no attraction for 
a tax-exempt trust, while mortgages 
may have a great deal of attraction if 
carefully selected and properly super- 
vised. 
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Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 
way Stores, Incorporated, on 
Nov. 8,1955, declared the fol- 
lowing quarterly dividends: 


60¢ per share on the 
$5.00 par value Com- 
mon Stock. 


$1.00 per share on the 
4% Preferred Stock. 


$1.0714 per share on 
the 4.30% Convert- 
ible Preferred Stock. 


TheCommonStock dividend is 
payable Dec. 15,1955 to Stock- 
holders of record at the close 
of business Dec. 1, 1955. Div- 
idends on the 4% Preferred 
Stock and 4.30% Convertible 
Preferred Stock are payable 
Jan.1,1956to Stockholders of 
record at the close of business 
Dec. 1, 1955. 


DRUMMOND WILDE, Sec. 
November 8,1955 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 186 
60 cents per share. 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 35 

27 cents per share. 


The above dividends are pay- 
able December 31, 1955, to 
stockholders of record Decem- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, December 31, 


P, C. HALE, Treasurer 


November 18, 1955 











A fund invested in these ratios em- 
phasizes protection of dollar values for 
60% of assets, with income and some 
appreciation for 40%. In a stable fund, 
the 40% in common and _ preferred 
stocks may be regarded as “perma- 
nent” investments in the sense that se- 
curities will be held as long as they 
meet the requirements for which origi- 
nally selected, primarily income. 


Difference in Profit-Sharing 


A deferred profit-sharing fund may 
present quite a different problem. With- 
out fixed dollar liabilities, much may 
depend upon the investment philosophy 
and objectives of the employer who cre- 
ates the fund. At one extreme is the 
employer who invests predominantly, 
if not exclusively, in United States Gov- 
ernments on the theory that the primary 
responsibility is to preserve dollar val- 
ues created by the fluctuating profit 
experience of the business itself. At the 
other extreme is the employer who in- 
vests primarily in equities, possibly the 
equities of his own business, on the 
theory that long-range growth and in- 
flationary factors will yield results more 
favorable than fixed income securities. 
Sometimes a 50-50 division appeals to 
these who do not want to commit them- 
selves to either extreme. Consequently, 
there are no ratios which form a gener- 
ally acceptable patte:n for these funds 
and the initial problem of the trustee 
may be to clarify the investment objec- 
tives. 


If full investment responsibility is 
vested in the trust officer, without direc- 
tion as to objectives, a conservative 
policy is probably prudent. Participants 
are inclined to judge investment success 
by unit values. A fund invested exclu- 
sively in carefully selected fixed in- 
come securities is almost certain to re- 
flect nominal appreciation in unit val- 
ues over a period of years, approxi- 


mately by the amount of the average 
interest rate. If variable income securi- 
ties are used, the wider fluctuations may 
be relatively favorable to participants 
who liquidate on an upswing of the 
market, relatively unfavorable to parti- 
cipants who liquidate on a downswing. 
Inducing participants to accept these 
fluctuations with equanimity, especially 
if unfavorable, may be more of an edu- 
cational problem than the trust officer 
will wish to undertake. 


Of course, an aggressive investment 
policy can pay off handsomely in a 
profit-sharing fund. At 5% compounded 
semi-annually, capital doubles itself in 
14 years, as compared with 23 years at 
3% compounded semi-annually. If to 
this accretion from compounding are 
added the capital gains of successful 
common stock investments, a_partici- 
pant will obviously draw down a great 
deal more in 20 or 30 years from a 
fund with outstanding performance 
than from a fund with indifferent per- 
formance. In cases where the employer 
is in some doubt about common stocks 
in a profit-sharing fund, the conserva- 
tive ratios suggested for pension funds 
may be acceptable. Because the ratios 
represent a balance of four major cate- 
gories of securities, they tend to achieve 
a reasonably satisfactory element of 
stability. 


Thus far we have assumed that the 
liabilities of the trust, either of the pen- 
sion or profit-sharing variety, are to 
provide retirement income. The invest- 
ment problem may be complicated by 
death and disability benefit provisions, 
which can impose sudden and unpre- 
dictable demands for cash. For example, 
if a pension fund provides a death 
benefit of one year’s compensation, ex- 
perience could be unfavorable during 
the early years of operation, especially 
if the fund is small. The death of one 


or two officer-participants, or a calam- 





(A) 








Lor 
CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has declared 
a quarterly dividend of sixty cents ($.60) per share on its Common 
stock, payable December 19, 1955, to stockholders of record at 
the close of business December 7, 1955. The board also declared 
a stock dividend of two per cent (2%) on the presently out- 
standing shares payable January 23, 1956, to stockholders of record 
at the close of business December 7, 1955. 


ERLE G. CHRISTIAN, Secretary 





‘TRUSTS AND EsTATES 





it 


il 
b 


=) 


im tA. =. 


Se es 





age 
uri- 
nay 
ints 
the 
rti- 
ng. 
ese 
ally 
du- 


icer 


ent 
ded 


s at 

to 
are 
sful 
‘ici- 
reat 


nce 
oer- 
yer 
cks 
rva- 
nds 
tios 
ate- 
lieve 


of 


the 
en- 
to 
est- 
by 
ons, 
pre- 


ATES. 





ity involving several participants, would 
require a strong liquid position. A sim- 
ilar observation may apply to disability 
benefits, which gave the insurance com- 
panies so much trouble in the 1930s. 


Deferred profit-sharing plans custom- 
arily provide for full payment of a par- 
ticipant’s equity in the event of death 
or disability, partial or full payment in 
the event of severance of employment. 
Some plans also contain loan provisions. 
Some permit partial payments prior to 
retirement, at the option of the partici- 
pant. A few provide unemployment 
benefits. All of these factors have a 
bearing on liquidity. Before setting up 
either a pension or deferred profit-shar- 
ing fund portfolio, therefore, liabilities 
should be carefully examined to deter- 
mine possible demands. The schedule 
of liabilities, together with estimated 
contributions and earnings, provides 
the foundation for appropriate invest- 
ment ratios and the selection of specific 
securities. 


Proper Role of Equities 


While questions may arise concern- 
ing all categories of securities, probably 
the most controversial, and consequent- 
ly the most interesting, questions per- 
tain to the use of common stocks. The 
shift to common stocks in recent years 
underlines the truism that 
patterns change with changing condi- 
tions. Their widespread use is explained 
by declining interest rates and inflation. 
When good municipal bonds sold on a 
5° yield basis, as they did before the 
era of the income tax. and when good 
corporate bonds sold on a 6% basis 
(even 7 and 8% in 1921), not too much 
attention was paid by trustees to com- 
mon stocks, which were generally re- 
garded as “speculative.” 


investment 


When declining interest rates put 
pressure on funds requiring income, 
common stocks began to have greater 
attraction. College endowment funds 


were especially affected. Trustees bols- 
tered waning income by expanding the 
common stock section of the investment 
portfolio at the expense of the fixed 
income section. In the case of the 
Harvard Endowment Fund, ratios of 
common stocks doubled from 1929 to 
1954. By contrast, life insurance com- 
panies, traditionally wedded to fixed 
income securities to meet fixed dollar 
obligations, maintained their position 
and saw earnings dwindle from a high 
of 5.18% in 1923 to a low of 2.88% 
in 1947. In 1954, average earnings of 
life companies before taxes were 3.46% 


We come now to what some persons 
may regard as the crux of the common 
stock problem, namely, are common 
stock prices too high? Admitting that 
common stocks have fulfilled a useful 
purpose during the last five or ten years, 
have they reached a price level at which 
they have lost much of their attraction? 
With the Dow-Jones industrial average 
100 points above its 1929 peak—a rec- 
ord which stood for 25 years—is this 
not a time for caution? 


There is no gainsaying the fact that 
a one per cent spread between average 
stock and bond yields, such as prevails 
today, makes stocks less attractive for 
income than a two, three, or even four 
per cent spread, such as has prevailed 
in the recent past. Furthermore, exam- 
ination of some of the blue-chip favor- 
ites reveals instance after instance of 
yields below those of prime corporate 
bonds. The situation suggests price risks 
which trustees are understandably hesi- 
tant to accept. Further examination, 
however, also reveals that much of the 
price appreciation in recent months has 
been in stocks in the growth category. 
Many stocks of companies with long 
and favorable dividend records are still 
available at yields relatively attractive 
on an income basis. The problem has 
increasingly become one of selection in 
terms of fund objectives. (Continued) 








he DIAMOND. 
MATCH COMPANY 








-——— ee 


MATCHES - 


PULP PRODUCTS - 






Ath co CONSECUTIVE _ 


LUMBER - 





OF DIVIDENDS 


The Board of Directors of The Diamond Match Company 
on December 8, 1955, declared a regular quarterly dividend 
>» of 45¢ per share on the Common Stock. At the same meeting the 
_ Board also declared a quarterly dividend of 37'2c per 
share on the $1.50 Cumulative Preferred Stock. 
Both dividends are payable February 1, 

1956 to stockholders of record 

January 6, 1956. 


PERRY S. WOODBURY, Secretary ond Treasurer : 
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y WELLINGTON 
> FUND 


announces its 


104" 


consecutive 
quarterly dividend 


27¢ a share from net investment 


FOUNDED 1928 









securities profits payable 
=: December 28, 1955 to stock of 
= record December 2, 1955. 


WALTER L. MORGAN 
President 





Dividend Notice 


MIDDLE SOUTH UTILITIES, Inc. 


The Board of Directors has this day 
declared a dividend of 37¥%2¢ per 
share on the Common Stock, pay- 
able January 3, 1956, to stockholders 
of record at the close of business 
December 13, 1955. 

H. F. SANDERS, 

Treasurer 

New York 6, N. Y. 
December 5, 1955. 


She Middle Louth 


A World Of 
_ Opportunity 







Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 















Pullman 
Incorporated 


89th Consecutive Year of 
Quarterly Cash Dividends 
paid by Pullman Incorporated 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
will be paid on December 14, 
1955, to stockholders of record 
November 30, 1955. An extra divi- 
dend of one dollar ($1.00) per 
share will be paid on January 6, 
1956, to stockholders of record 
December 15, 1955. 


CHAMP CARRY 


President 
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KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, New York, N.Y. 
November 18, 1955 


[ A cash distribution of Four Dollars 
($4.00) a share has been declared 
today by Kennecott Copper Corpo- 
ration, payable on December 16, 
1955, to stockholders of record at 
the close of business on November 
30, 1955. 


PAUL B. JESSUP, Secretary 






















CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


HE Board of Directors has this day 
declared the following dividends: 


414% PREFERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12}2 per 
share, payable January 1, 1956, to 
holders of record at the close of busi- 
ness December 2, 1955. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable eget 1, 1956, to holders 
of record at the close of business 
December 2, 1955. 


COMMON STOCK 
1234 cents per share payable Decem- 
ber 22, 1955, to holders of record at the 
close of business December 2, 1955. 
R. O. GILBERT 
Secretary 


November 22, 1955. 
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INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 
20 North Wacker Drive, Chicago 6 


QUARTERLY DIVIDENDS 


4% Cumulative Preferred Stock 
55th Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share 


$5.00 Par Value Common Stock 
Forty Cents (40¢) per Share 
Declared—Nov. 17, 1955 
Record Date—Dec. 16, 1955 
Payment Dates 
Preferred Stock: Dec. 30, 1955 
Common Stock: Jan. 3, 1956 


A. R. Cahill 
Vice President and Treasurer 








Phosphate ¢ Potash ¢ Plant Foods 
Chemicals ¢ Industrial Minerals 
Amino Products 
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Trustee Attitude Important 


We doubt that it is the proper func- 
tion of the trustee of a pension or de- 
ferred profit-sharing fund to guess that 
the market at any given time is “too 
high” or “too low.” We have seen too 
many bad guesses, both on the upside 
and the downside. The trustee invests 
for long-range results, not for the inter- 
mediate price swings resulting from un- 
predictable changes in interest rates, 
shifts in tax and monetary policies, 
wars and depressions, inflation, the 
health of a head of State, and the con- 
stant shifting of company and industry 
prospects. The trader seeks to capitalize 
on these intermediate price swings, and 
his survival may sometimes depend as 
much upon luck as astuteness. The trus- 
tee who assumes the role of trader is in 
“fast company.” 


Why are stock prices high? Basically, 
is it not because they reflect favorable 
earnings and dividend prospects? Con- 
versely, why are stock prices sometimes 
low? Is it not because of unfavorable 
prospects? Will the trustee who lacks 
confidence to buy stocks when prospects 
are favorable have confidence to buy 
stocks when prospects are unfavorable? 
The trustee who places himself in this 
dilemma may very well be whip-sawed 
by the cross-currents of the market 
place or forced to take refuge in the 
dollar security of Government and 
prime corporate bonds. 


As a general principle, we see no 
need for trustees of pension or profit- 
sharing funds to engage in crystal ball 
operations, or to second-guess the mar- 
ket. If they carefully estimate the lia- 
bilities of the specific trust, adopt in- 
vestment ratios suited to those liabili- 
ties, and then make purchases of se- 
curities relatively most attractive on 
prevailing markets, they may reason- 
ably expect satisfactory results over a 
period of years simply through the op- 
eration of the law of averages. 


Inflation in this country during the 
past forty years has occurred at an 
average rate in excess of two percent 
per year. The growth of the economy 
has averaged three per cent per year. 
Common stocks tend to reflect inflation 
and economic growth. If, therefore, 
suitable common stocks are acquired at 
various market levels as funds become 
available, favorable results are a reason- 
able expectation over a period of time 
even if performance is no better than 
average. 


A trustee who takes “the long view” 





need not postpone purchases of equities 
for “better buying opportunities.” May- 
be stocks will be cheaper next month, 
maybe not. Maybe today’s price level 
will look high next year, maybe low. 
Who knows for sure whether inflation 
has run its course, or whether deflation 
of the 1929-1933 variety is a certainty, 
or even a probability, or even a possi- 
bility? If a rational and consistent in- 
vestment program is adopted, this kind 
of guessing is superfluous. 


Other Helpful Techniques 


In building up the common stock 
section of the portfolio, two techniques 








INTERNATIONAL 
ne SHOE 
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St. Louis 
179TH 


CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ 
per share payable on January 
1, 1956 to stockholders of rec- 
ord at the close of business 
December 15, 1955, was de- 
clared by the Board of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


December 5, 1955 














GENERAL 
_ PORTLAND 


CEMENT 
COMPANY 


COMMON 
STOCK 
DIVIDEND 


The Board of Directors of General 
Portland Cement Company has this 
day declared a dividend upon its 
Common Stock of 40 cents per 
share with respect to the quarter 
ending December 31, 1955, and a 
further year-end dividend of 50 
cents per share, both payable De- 
cember 14, 1955 to stockholders of 
record at the close of business on 
December 1, 1955. The stock trans- 
fer books will remain open. 


HOWARD MILLER, 
November 17, 1955 Treasurer 
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diversification and dollar 


are useful: 
averaging. 


This principle of diversification is the 
justification for using Government and 
corporate bonds, common and preferred 
stocks, rather than one class of securi- 
ties only. Four major categories of se- 
curities may be expected to produce 
better overall results than one category 
representing a bad guess. Some of the 
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Rik Consecutive 

Quarterly Dividend 

A dividend of seventy-five cents 

per share on the capital stock of 

this Company has been declared 

payable Jan. 13, 1956. to share- 
holders of record Dec. 9, 1955. 

EMERY N. LEONARD 

Secretary and Treasurer 

Boston, Mass., November 21, sone 
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DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 32 cents 
per share on the Common Stock 
of the Company, payable Janu- 
ary 3, 1956 to stockholders of 
record at the close of business 
December 1, 1955. 


D. W. JACK 
Secretary 


\_ November 18, 1955 4 
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PREFERRED DIVIDEND 
A regular quarterly dividend of $1.07 per 
share on the cumulative preferred stock, 
414% Series, and of $1.1875 per share on 
the cumulative preferred stock, 434% 
Series, of this Company has been de- 
clared, payable December 1, 1955, to 
stockholders of record at the close of 
business November 14. 1955. 

COMMON DIVIDEND No. 78 

A quarterly cash dividend ot 30¢ per share 
on the common stock of this Company, 
has been declared, payable December 10, 
1955, to stockholders of record at the 
close of business November 14. 1955. 

W. W. WHITNELL. 
November 1, 1955 Secretary 


NATIONAL CYLINDER 
GAS COMPANY 







DECEMBER 1955 


poorest performances in recent years 
have been in portfolios invested pri- 
marily in Government bonds. The trus- 
tee who adheres faithfully to the prin- 
ciple of balance and diversification will 
not be under the continuing compulsion 
to guess which category will be the star 
performer at any given time. 


Dollar averaging is the investing of 
identical amounts in a selected list of 
common stocks at regular intervals 
over a period of years. Because these 
dollar amounts buy more shares when 
prices are low than when prices are 
high, average cost per share is less than 
average price, and in an economy char- 
acterized by inflation and expansion, 
earnings performance over periods of 
15, 20, or 25 years tends to be very 
satisfactory. At least two important 
conditions should be observed if dol- 
lar averaging is to be consistently fol- 
lowed: (1) preparation of a suitable 
list of stocks which will not be juggled 
from time to time by arbitrary decision, 
and (2) the systematic scheduling of 
purchases in equal dollar amounts. 


Confusion frequently arises over the 
question of the extent to which a long- 
range investment program of this kind 
is automatic, and the extent to which 
judgment may and should properly 
enter. To the question, should the stock 
list be bought without regard to pre- 
vailing market price levels? the answer 
is yes. The alternative is waiting for 
those “better buying opportunities” 
which may, or may not, materialize. As 
a general rule, the trustee should buy 
when the money is available. However, 
to the question. should individual stocks 
be bought without regard to prevailing 
prices, the answer may well be no. Ob- 
viously, it would not be prudent to 
buy the stock of a company whose 
solvency is in doubt. Conversely, it 
might not be prudent to pay relatively 
high prices without regard to attendant 
circumstances. 


In other words, every stock has a 
theoretical price at which it ceases to 
have attraction for purposes of the 
trust. The difficulty, of course, is in de- 
termining that price. This is where 
relevant facts and solid judgment are 
indispensable to a rational course of 
action. Prudent trusteeship requires 
periodic reviews of the stock list to 
determine that all selections remain 
suitable. 


Two separate, and essentially unre- 

lated, questions are involved in the 
q 

problem. First, there is the question of 














TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable December 15, 1955, to stockholders 
= ma — at the close of business November 


E. F. VANDERSTUCKEN, JR., 
Secretary. 








YALE & TOWNE 
DECLARES 271st DIVIDEND 
75¢ PER SHARE 


On Nov. 22, 1955, 
dividend No. 271 
of seventy-five 
cents (75¢) 

per share was 
declared by the Board 
of Directors out 
of past earnings, 
payable on 

Jan. 3, 1956, to 
stockholders of record 
| at the close of business 
Dec. 9, 1955. 








F. DUNNING 
Executive Vice-President and Secretary 


THE YALE & TOWNE mc. co. 





Cash dividends paidin every year since 1899 


cae 


TENNESSEE 
CORPORATION 


November 15, 1955 


CASH DIVIDEND 

A dividend of forty-five 
(45¢) cents per share was de- 
clared payable December 21, 
1955, to stockholders of 
record at the close of busi- 
ness November 30, 1955. 

EXTRA CASH DIVIDEND 

An extra dividend of 
twenty - two and one- half 
(2214¢) cents per share was 
declared payable January 11, 
1956, to stockholders of 
record at the close of busi- 
ness November 30, 1955. 

STOCK DIVIDEND 

In addition, a 3% stock 
dividend was declared pay- 
able January 11, 1956, to 
stockholders of record at the 
close of business November 
30, 1955. 


The above cash dividends 
will not be paid on the shares 


issued pursuant to the stock 
dividend. 


Joun G. Greensurcu 
Treasurer. 











61 Broadway 
New York 6, N.Y. 


























“timing” of purchases. Second, there is 
the question of “selection” of purchases. 
On the matter of timing, the trustee 
has no responsibility for clairvoyance. 
A saving of a few points over a period 
of weeks, even assuming the possibility, 
sinks into insignificance over a period 
of years. Since the trustee is not a 
trader, the general principle is to buy 
when funds are available. Selection is a 
different matter. A pension or profit- 
sharing trust can survive bad timing, 
but no trust can survive bad selection. 
This is the phase of the investment prob- 
lem on which the trustee may require 
skilled assistance. Lacking such assist- 
ance, and aware of his own limitations, 
he may, as previously stated, find him- 
self taking refuge in the dollar safety 
of Government and prime corporate 
bonds. If he does so, he will almost 
certainly be at a competitive disadvan- 
tage with other trustees who use more 
progressive and modern investment 
techniques. 


There are no easy, ready-made, or 
fool-proof formulas for common stock 
investing. The element of judgment is 
always important, and ultimately deci- 
sive. However, the trustee who carefully 
estimates liabilities, adopts common 
stock ratios suited to those liabilities, 
diversifies holdings among investment- 
grade securities, follows a consistent 
program of dollar averaging, and pe- 
riodically reviews holdings in terms of 
changing conditions may reasonably ex- 
pect satisfactory results. The law of 
averages is in his favor. 

xy & BD 


M. I. P. Favorites 


More than 1,550 investors were using 
the New York Stock Exchange’s 
Monthly Investment Plan (M. I. P.) as 
of September 30, to buy shares of 
closed-end investment companies on a 
regular monthly or quarterly basis. 
This is an increase of nearly 40% over 
the 1,108 plans in effect at the begin- 





Scudder 





&¢ Clark 


ee 10 Post Office Square 
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Common Stock Fund, Inc. 


Prospectus on request: 


New York 22, New York 


8 So. Michigan Avenue 
Chicago 3, Illinois 








AFFILIATED 
FUND 


A Common Stock Investment Fund 


Investment objectives of 

this Fund are long-term 

capital and income growth 
for its shareholders. 


CHICAGO 





¢ 


Prospectuses on request 

LORD, ABBETT & CoO. 

63 Wall Street, New York 
ATLANTA 





BUSINESS SHARES 


A Balanced Investment Fund 


Company supervises a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth. 


LOS ANGELES 
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ning of the year. Two companies were 
included on the list of the most popular 
fifty issues to be purchased under 
such plans. Tri-Continental Corp. was 
seventh with 834 regular plan investors 
and Lehman Corporation with 299 pe- 
riodic purchasers was twenty-third. 
A A A 


National Investors Acquires 
Four Private Companies 

With gross mutual fund sales of over 
a billion dollars for the first ten months 
of 1955 substantially exceeding total 
sales for any entire year in the institu- 
tion’s history, National Investors Cor- 
poration, growth fund of the Union 
Service group, has even added to this 
record volume, by recent acquisition 
of four privately-owned investment 
companies with total assets of approxi- 
mately $214 million. This makes over 
$6 million in new assets acquired from 
seven companies since June 1953 by 
National and its two associated mutuals, 
Broad Street Investing Corporation and 


Whitehall Fund, Inc. 
A A A 


Investment Men Study 
Nuclear Fission 

The essentials of nuclear fission and 
the metals and ores employed were ex- 
plained last month to a group of in- 
vestment men at a meeting which might 
well be duplicated by some of the banks. 
Under the sponsorship of National Se- 
curities and Research Corp. of New 
York, experts from Nuclear Consult- 
ants, Inc. told the investment specialists 
that the first power plant to get into full 
scale operation probably will be Consol- 
idated Edison’s installation at Indian 
Point, N. Y., by the end of 1959. 

There are than 150 different 
types of reactors and it is impossible at 
this point to determine which will turn 
out to be the best on a commercially 
competitive basis, the scientists said, and 
which choice of atomic metals may be 
eventually selected. Peacetime reactors 
may well be of the type being developed 
by Atomic Power Development Asso- 
ciates, a group headed by Detroit Edi- 
son and including Allis Chalmers Man- 
ufacturing, Babcock and Wilcox, and 
Vitro Corp., they said. Probable lead- 
ers in fuel element fabrication are Syl- 
vania Electric Products, Babcock & 
Wilcox, and Metals & Controls Co. 
Bridgeport Brass Co., and Superior 
Steel Corp. are also active in this field. 
Union Carbide & Carbon is a designer 
of advanced graphite-moderated reactor 
types, and Lindsay Chemical is a lead- 
ing producer of thorium. 
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SOCONY MOBIL OIL COMPANY, INC. 
LEADER IN LUBRICATION FOR NEARLY A CENTURY 


Affiliates: General Petroleum Corporation and Magnolia Petroleum Company 
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HE NATIONAL PREOCCUPATION WITH 
j prom power obscures the real im- 
pact of atomic energy on the economy. 
The next time somebody asks you when 
we're going to “have atomic energy,” 
that is, when the nation might begin to 
receive its benefits, you can tell your 
quizzical friend that his clean white 
shirt done in an automatic home laun- 
dry is one of the benefits. 


If he smokes cigarets, atomic energy 
has made a contribution to the pleasure 
of smoking. 


He may eat a breakfast cereal which 
the manufacturer learned to “pop” by 
applying atomic research techniques. 


If the tires on his car are less than 
three years old, he is probably riding 
around on the benefits of atomic energy. 


Plastic film wraps which he finds on 
many products he buys are cheaper and 
better, thanks to atomic energy. 


The fuel oil in his home furnace 
reservoir might have come to him with 
the help of atomic energy. 

If he has had an infection in his 
eyes, he may have used a commercially 
available ointment sterilized by atomic 
energy techniques. 


SOME USES OF FISSION PRODUCTS 
LUMINESCENCE 


REACTOR 


COLD STERILIZATION 
OF FOOD AND DRUGS 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


RADIOACTIVE MATERIALS IN ACTION 


EDWARD R. TRAPNELL 


The high pressure gas line which 
passes under the highway he uses is 
safer by virtue of techniques for inspect- 
ing big valve castings by atomic energy 
techniques. 


Innumerable New Avenues 


The list can go on and on. Power 
from nuclear fuels is still a hard engi- 
neering nut to be cracked, but the 
atomic revolution is under way. A 
whole new division of the chemical in- 
dustry may be growing, according to 
Eugene M. Zuckert, former member of 
the Atomic Energy Commission and 
now a consultant in Washington. 


“T believe the uses of radiation will 
have an impact greater than that of 
the nuclear energy for power,” Mr. 
Zuckert said in a recent speech in New 
York. He skips the burgeoning field of 
radioisotopes to talk about applied uses 
of radiation such as “plastics which 
have new and_ valuable properties 
formed from irradiation, irradiated 
leather which forgets to mildew, and 
penicillin molds with radiation - pro- 
duced mutations promising great advan- 
tages for industrial use, irradiated foods 
which forget to spoil and a whole host 


—— ae 
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of new materials, new drugs and new 
processes.” 


But Mr. Zuckert is talking about the 
future, about new things coming, kept 
back, he says, only by the briefness of 
the time in which we have been explor- 
ing a few of the innumerable avenues 
opened by developments in the nuclear 
energy field. 


But the uses of radioactive materials 
for quality control, for process control, 
for testing and inspection, for process 
development and for product improve- 
ment—these are already here. Mr. Zuck- 
ert finds these and the new vistas much 
more appealing than the effort to bring 
down the cost of nuclear power, which 
he calls a “super-complicated way of 
getting a very ordinary product.” 


Isotope Uses the Major Field 


The first efforts to get power from 
the atom started under the wartime 
Manhattan Project, but the head of the 
project, Lieut. Gen. L. R. Groves, said 
the American people would get back 
many times over the $2 billion he had 
spent—just from the use of radioiso- 
topes. 
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Dr. George Manov, of AEC, estima- 
ted last year that the savings to Amer- 
ican industry from the use of radioactive 
materials were in the order of $100 
million a year. When questioned about 
it, he acknowledged there was no way 
of getting detailed substantiation of the 
figure, but told a meeting of industrial- 
ists that the figure was probably low. 


The name, “radioisotope” is very pre- 
cise. All the elements are classified ac- 
cording to chemical properties in the 
Periodical Table, thought up by a Rus- 
sian more than 100 years ago, and are 
listed in order of the nuclear structure, 
from the single-particle nucleus of hy- 
drogen, No. 1 in the table, to the com- 
plicated nucleus of uranium, No. 92, 
and highest of the naturally occurring 
elements. 


The place of any element in the table, 
as well as its chemical properties, is de- 
termined by the number of protons in 
the nucleus. The proton is a_ particle 
about a trillionth of an inch in diameter 
and carries a positive electrical charge. 
A companion particle about the same 
size, the neutron, carries no charge. It 
occurs in many nuclei and, of course, 
changes the size and weight of the nu- 
cleus without changing the chemical 
character of the element. 


From the Greek (same) and 
topos (place) we get the term isotope, 
which means a variation of the element 
appearing the same place in the table. 
For example, ordinary hydrogen has a 
proton but no neutron in its nucleus. 
Add a neutron and it is still hydrogen, 
stays in the same place in the table, but 
becomes heavy hydrogen. 


isos 


Ordinary carbon has an atomic num- 
ber of 12, with six protons and six neu- 
trons. But add two neutrons and the re- 
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sultant carbon-14 becomes radioactive. 
That is, it is an unstable atom and gives 
off atomic radiations. These radiations 
can be detected by instruments, such as 
a Geiger counter, without chemical an- 
alysis and without access to the carbon. 
Injected into any living organism, hu- 
man or otherwise, the path of the car- 
bon-14 in the life processes can be 
traced and examined very accurately. 


New Properties from Old Products 


The medical uses of radioactive iso- 
topes, or radioisotopes, are continu- 
ously multiplying in research, in diag- 
nosis and in therapy. The abundance of 
radioactive materials used—but at high 
cost and sparingly for years—as a re- 
sult of the development of nuclear re- 
actors, has been considered “as im- 
portant to the advance of medicine as 
the invention of the microscope.” 


In agriculture, radioisotopes are used 
for studies of the uptake of fertilizer by 
plants, for soil fertility studies, for the 
development and testing of insecticides, 
in plant pathology, in nutrition, in the 
biochemistry of milk production, in diet 
studies, and in investigations of the 
phenomenon of photosynthesis. The last 
named is the most fundamental of all 
studies in agricultural and related fields 
and may be of unforseeable importance 
to the future of the world. 


Dr. Paul C. Aebersold, Director of 
AEC’s Isotopes Division at Oak Ridge, 
in a recent report on Geneva Confer- 
ence papers on isotope uses, said: 


“If as much effort is spent by na- 
tions in furthering extensive utiliza- 
tion of isotopes as in attempting to 
realize useful atomic power, it will 
be many years before the benefits 
from atomic power will catch up (if 
at all) with the already fast accumu- 
lating benefits from isotopes.” 


It is difficult to measure the economic 
impact of the use of radioactive mate- 
rials, but there is no question but that 
their importance is becoming widely 
realized far beyond the laboratory stage. 
Industrial benefits are quantitatively 
more measurable than benefits to medi- 
cine and agriculture. Dollar savings 
may be calculable by users of thickness 
gauges, for example, but the ability to 
produce more steel is by far the signi- 
ficant economic factor in the increased 
speed of the rolling mills at U. S. Steel’s 
new Fairless plant. 


Upping Production and Quality 


A thickness gauge using radioactive 
material is the key to control of the 
rolling operation. The intensity of radi- 
ation passing through the fast moving 
strip of hot metal can be measured very 
accurately—without touching the strip 
—and indicates the exact thickness of 
the metal. Quick-acting controls and 
equipment which can maintain very 
close tolerances, responding to the con- 
tinuous measurement from the gauge. 
make possible speeds up to 7,500 feet 
per minute, half again as fast as the 
best speeds prior to the use of the 
radioactive thickness gauge. 





Improved quality control in the man- 
ufacture of products of many kinds is 
the application of atomic energy, readily 
understandable by the man who asks 
when we are going to feel the benefits 
of atomic energy. His tires are better 
as a result of the wide use in the rubber 
industry of radioactive gauges to con- 
trol the amount of coating put on tire 
cords before winding into a casing. 
B. F. Goodrich, which pioneered the 
development, is reported to have shown 
savings of $100,000 in materials in one 
year. 
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Dr. Manov says one manufacturer of 
abrasive paper saved $100,000 during 
the first year of operation of a $40,000 
installation of a battery of thickness 
gauges to control the amounts of ad- 
hesive and abrasive applied to a fast 
moving paper strip. 

According to AEC reports, more than 
1,100 industrial firms are using radio- 
active isotopes. As a matter of fact, the 
inquiring skeptic may find it hard to 
escape the benefits of the atomic revo- 
lution. The cigarette smoker can’t, un- 
less he rolls his own. A critical condi- 
tion in making cigarettes draw easily 
and still not burn fast and hot is the 
amount of tobacco packed into each 
cigarette. A density gauge utilizing 
strontium-90 is used to control very 
precisely the amount of tobacco going 
into each cigarette-length unit of the 
continuous cigarette going through the 
machine. Tobacco feed is automatically 
adjusted for a more uniform product. 


Lower Costs—More Savings 

A major industrial use of radioactive 
materials is for the radiographic inspec- 
tion of molds, castings and welds for 
flaws not otherwise detectable. The ra- 
diation from cobalt-60 will penetrate 
a greater thickness of steel than will the 
rays from radium, but an amount of 
cobalt-60 equivalent in radiation intens- 
ity to $20,000 worth of radium can be 
purchased for about $100. 


There are many applications of an- 
other type of thickness gauge. Known 
as a reflection type thickness gauge, it 
permits accurate measurements of the 
thickness of the coating, or plating, put 
on a material—gold plating on copper 
or a rubber coating on steel—when the 
material to be 


measured is accessible 





Named Scientific Consultant 
to Trust Company 


Sir Hugh Stott 
Taylor has been ap- 
pointed Scientific 
Consultant to the 
United States Trust 
Co. of New York. 
Dr. Taylor was 
made a Knight 
Commander of the 
British Empire by 
Queen Elizabeth 
for his services to Britain during two 
world wars. During the latter part of 
World War Two, he was attached to 
the Manhattan District Project, the 
United States’ secret atomic energy pro- 
gram. Dr. Taylor will advise on matters 

| arising in the field of scientific develop- 

' Ment, including nuclear energy, for use 
in long-range investment planning. 
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from only one side. Instead of passing 
through the material, the radiation is 
reflected. Changes in reflected radiation 
are proportional to the thickness of the 
coating, within limits, which can be 
measured directly in millionths of an 
inch. 

The same type of gauge can be used 
to detect corrosion on the inside of 
pipes, a technique reported on by the 
British at Geneva. Their development 
of this type of gauge is motivated by 
the fact that many of their plants are 
old and corrosion is a serious problem. 

In some cases of industrial isotope 
use, the radioactive material is built 


into the product under test. By building 
radioactive strips into automobile tires, 
one manufacturer was able to measure 
tread wear very accurately after only 
50 miles of driving. 


That the atom is going to change our 
lives substantially is pretty much an 
accepted conclusion, but the direction 
and manner of that change are diffuse. 
We may not even recognize the changes 
as stemming from atomic energy, but 
any look into the field of radioisotopes 
leads to the conclusion that power is 
far from being the single most promising 
field of nuclear activity, economic and 
otherwise. 
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U.S.S. Boston, the Navy's 
first guided-missile ship 
with its “Terriers” ready 
for action, as it was com- 
missioned at the Philadel- 
phia Navy Yard. 


O CORPORATION 


“TERRIERS” 


-ready for action! 


NE OF THE MOST potent defense 

weapons now in use by our Navy 
is a supersonic, rocket-propelled, 
guided-missile called the ‘Terrier’. 
Well named, the job of this electroni- 
cally - controlled ‘watchdog’ is to 
track down an enemy and put him out 
of action before he can strike. 


Working in close cooperation with 
the Armed Services on this guided- 
missile, Philco research, engineering 
and production have made important 
contributions to its development. This 
has been particularly true in connec- 
tion with the proximity fuse, the 
mechanism which extends the effective 
target range and enables the “Terrier” 
to demolish an aircraft the moment it 
gets in the v/cmnity of the marauder. 


From the first sketch to the final, 
super-accurate mechanism, Philco pio- 
neered and completed this assignment 
in cooperation with the Navy. Philco’s 
world famous scientific knowledge and 
skill is a continuing factor in the de- 
velopment of tomorrow’s defense for 
your protection . .. tomorrow’s quality 
products for better peacetime living 
throughout the world. 
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SECURITIES AND INSECURITTES 
Sn i » 


CHARLES W. WILLIAMS 
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Vice President, Federal Reserve Bank of Richmond 


LTHOUGH SPECULATIVE OPTIMISM 

has clearly cooled, the economic 
situation in these United States contin- 
ues to be characterized as one of intense 
demand for most goods and services— 
an overall demand reflected in pressures 
on the productive capacity of most car- 
dinal lines of industry and on the sup- 
ply of credit from almost every con- 
ceivable source. It is also a situation 
which exhibits upward pressures on a 
long-quiescent price level, particularly 
on industrial raw materials, on the 
price of labor (wages), and on the 
price of credit (interest rates). 


What instabilities, economic and fi- 
nancial, has the atomic pace of 1955 
generated? What price and cost aber- 
rations have been incubating, and how 
will they affect investment terms, psy- 
chology, decisions and judgments in 
coming months? For the present pur- 
pose, this analyst has adopted the tech- 
nique of drawing up a sort of Anglican 
or “left-handed” economic _ balance 
sheet, in which certain “liabilities” (the 
“insecurities” ) are first listed and some 
judgment rendered. Opposite these are 


_ the “assets” (or “securities”) against 


which one attempts to draw the double 
line, 


First, among four of these so-called 
insecurities, is that potent imponderable, 


From address at Mid-Continent Trust Confer- 
ence, Nov. 8, 1955. 


the Confidence Factor. In its current 
context, it has to do with politico-eco- 
nomic policy and leadership, as 1956 is 
a year divisible by four, with the prob- 
ability of an almost continuous political 
hassle for twelve months to come. This 
is likely to be reflected in the securities 
markets, particularly equities, which 
have been selling “ex-Eisenhower” for 
some time. 


The second insecurity, actual or po- 
tential, lies in the Commodity Price 
Trend. Many an analyst has, of late, 
professed to see a current and coming 
departure from the amazing price sta- 
bility of the past three years . . . de- 
spite the obvious “ag. drag” or down- 
trend in farm prices. 


The third “liability” suggested is 
sometimes termed the Production Revo- 
lution, including those relatively new 
terms, Automation and Atomic Power. 
The former is almost certainly a bogey- 
man from the investment point of view 
(its favorable influence on costs is too 
obvious to be labored). On the other 
hand, implications of atomic power for 
orthodox fuels, techniques, the produc- 
ing corporations and their securities are 
something with which to conjure. This 
layman’s hunch is that practical atomic 
power, in the competitive sense, is 
neither so close as the alarmists would 
have us believe nor so far away—as fre- 
quently suggested—as 1985-95. 


Dr. Stanley W. Olson, Gen. eon 0. 
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A fourth “liability” lies in the Aging 
Boom itself. Historically, vaulting busi- 
ness volumes have been going on for 
fifteen years—a longer period than any 
generation has heretofore observed. Its 
demise has been prophesied, with strong 
implications as to the numbing influ- 
ences of economic old age. The cardinal 
growth industries and particularly their 
common stocks, under these assump- 
tions, would, to put it mildly, be ad- 
versely affected. Within the shorter 
range, some profess to see hectic re- 
sults in an overdone and unparalleled 
two-year bull market in equities, thus 
unstabilizing the economy and bringing 
into the picture a multitude of heavily 
corrective forces. 


The Asset Side 


Fortunately, the task on the “assets” 
side of the ledger is simpler, more tang- 
ible, and, to this analyst, more convinc- 
ing. First, the Boom itself generates con- 
fidence, momentum, and a determina- 
tion on the part of the participants to 
see that it continues. 


The second “asset” may be termed 
the Economic Underpinning. Record 
numbers are at work and at record 
wages and salaries. The American econ- 
omy is doing well—perhaps too well— 
by more people than ever before, gen- 
erating income, savings, and a semi- 
new industrial plant that continues to 
be the wonder of the civilized world. 


A third “asset” might be labeled 
Labor, or perhaps Comparative Labor 
Quiet. The cynically inclined would im- 
mediately say, “We bought ’em off at 
a fancy price.” But careful and objec- 
tive analysis might also conclude that 
there is more general satisfaction on 
the part of labor, less militancy and 
more productivity (substantially aided 
and abetted, of course, by a vast invest- 
ment in new plant and equipment). 
More take-home pay puts “more water 


1069 








in the economic well” and provides the 
most valiant support for a high-capacity 
economy. 


A fourth “asset” (and one that some 
weuld quickly place on the opposite 
side of the ledger) is labeled the Spend- 
ing Mood. At the moment, it appears 
potentially dangerous, possibly over- 
done. Many look at spiraling credit, and 
don’t like what they see. The warning 
finger is pointed at the important shift, 
in the past two years, from a savings 
rate of approximately 9% to 5.7% in 
the third quarter of 1955—a new low 
since 1951. The fact is, however, that 
this spending, though susceptible of 
overdoing, is what keeps a volatile econ- 
omy going. 


Money-Money-Money 


A fifth “asset” is the Treasury Posi- 
tion, Here again, one is reminded that 
a Federal public debt of $278 billion, 
requiring $6 billion per annum in car- 
rying charges, is no laughing matter; 
is, in fact, a prodigious liability. Since 
we are apparently doomed to live with 
this debt situation, it is useful to note 
that currently the Treasury position is 
better, less inflationary, that the spend- 
ing level has been reduced, and the debt 
maturity lengthened. In the current fis- 
cal year, spending is up about 2% 
and revenues up about 10% (thanks to 
booming industry); thus, the magic 
goal of a balanced budget appears 
nearer, in fact, probable by June 1956 
unless rejected by over-zealous tax re- 
duction. 


A final “asset” lies in Flexible Mone- 
tary and Credit Policy. This is an asset 
only if the goals and techniques of the 
“monetary authorities” are understood, 
are wisely conceived and applied. The 
Federal Reserve traditionally and cur- 
rently labors—via the orthodox route 
of operating on supply, availability and 
cost of credit—to contribute to overall 
economic stability. It remains to assay 
briefly the trends now being established. 
As of now, it is fairly easy to assume 
the commodity price level will make no 
major departure from its present level. 
The upturn in industrial prices may 
continue slightly upward for a matter 
of months, but the twin factors of keen 
competition and farm prices (which, 
due to extraordinary productivity, may 
well continue as a drag regardless of 
reflation efforts) are likely to provide 
the necessary antidote to significant 
price inflation. Fortunately, money sup- 
ply, though very high and rising, is not 
vaulting vis-a-vis output, and, in the 
absence of heavy deficit financing and 
hence the coining of spending power, 
provides another consoling exhibit. 
There is no panicky purchasing or 
hoarding—on the contrary, the public 
is still reasonably choosey and not in- 
frequently has to be tolled into the 
market-place by sizable price conces- 
sions. 


Without the Froth 


Logical bases for an intelligent guess- 
timate on the future price of money 
involve (1) a projection of the trends 
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of the past twelve-month and (2) the 
assumption that rising rates and credit 
restriction will bring into play counter. 
vailing influences. 


It is clear that a reflation in interest 
rates has been going on during 1955, 
As long as near-capacity operations in 
industry and, indeed, pretty much 
throughout the economy, continue, we 
should expect that the price of money 
would continue to move in this fashion. 
There are, however, some fairly cogent 
reasons for believing that the time fac- 
tor plus a diminution in the intense 
1955 pace will bring into being a some- 
what cooler economic climate, particu- 
larly for the second half of 1956. It is 
expectable that today’s extraordinary 
momentum may well carry through 
the first and even second quarters of 
the coming calendar year. Historically, 
one is reminded, there have been just 
as many “good” election years as 
“bad.” But the history books also rec- 
ord few periods in which the intense 
consumer demand and spending via the 
easy credit route carried through more 
than 18 to 24 months—a period soon to 
be surpassed. Fitted into the current jig- 
saw, this means less speculation (the 
froth is already off the “blue” chips and 
many of the “light blue”) and a swing 
back to conservative media. Interest- 
ingly, the better industrials and Gov- 
ernment bonds have _ recently 
strength. 


shown 


Distinct Possibility 


A little less active economy on the 
industrial side, with less need for the 
stringent check-rein on credit, is a dis- 
tinct possibility. Fortuitously, this 
would permit—in fact, invite—much- 
needed attention to public works—and 
implies a bigger supply of Governments 
of the tax-free variety. We have almost 
“missed the boat” on expanded high- 
way programs, while the traffic has 
grown almost intolerable. Similarly, the 
school bus has almost been missed—a 
new generation that multiplies far faster 
than school plant guarantees a roaring 
(and sound) market for school bonds 
for years. And the love of suburbia. 
plus the fertility factor, ought to elimi 
nate doubts as to the housing boom. 


Thus, coming prospects are expected 
to involve merely some evaporation of 
the more boisterous elements in_ the 
record of recent months. they portend 
less in the way of “artificial” stimula- 
tion or restriction, and thus more normal 
though still highly active investmen 
markets. 
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New Probate Code 


(Continued from page 1018) 


tional fees whenever reasonable com- 
pensation is in excess of the minimum, 
and here again the performance of ex- 
traordinary services is not necessary. 
But if a lawyer is executor or admini- 
strator, no allowance is to be made for 
legal services rendered by him, or by 
someone else at his instance, unless the 
services are authorized by will, or by 
order of court, or are consented to by 
those adversely affected. 


On the Way to Settlement 


Let us get back to our hypothetical 
estate: we have seen to the commence- 
ment of administration, the filing of 
claims, the making of statutory allow- 
ances, and the compensation of execu- 
tors and their counsel. We have failed 
to note that title to personal property 
as well as real estate passes directly to 
the heirs or devisees, but that the execu- 
tor or administrator has a right to, and 
is required to take possession of, all 
personal property (except exempt prop- 
erty). He takes possession of real es- 
tate only if ordered to do so when 
necessary for payment of claims or 
preservation of the real estate. 


We have also failed to note that the 
administration of an estate is to be 
regarded as a single legal proceeding 
in rem, like a bankruptcy or receiver- 
ship. And space will permit only pass- 
ing mention of the provisions for dis- 
pensing with administration in the case 
of small estates. some of which are new 
and may be of particular interest to 
transfer agents. (473.090-473.107.) 


Our executor is required to file his 
first settlement in six months. His next 
settlement is his first annual settlement 
and settlements are due annually there- 
after. His final settlement is supposed 
to be made at or before the expiration 
of one year, but of course many estates 
will have to continue longer, and the 
statute so contemplates. Heretofore set- 
tlements have been due at certain terms 
of court, but all significance of terms of 
court appears to have been abolished. 


Notice of Settlement 


The Model Code provisions (§§177 
and 178) requiring that any settlement 
be set down for hearing when filed, 
and that notice of the hearing be given 
and that objections be filed at any time 
prior to the hearing, seemed undesir- 
able as a practical matter. Most settle- 
ments (including final settlements) in 
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our metropolitan probate courts are 
not objected to, and are approved by 
the court without the necessity of even 
docketing the settlements for hearing, 
much less having hearings on them. 
Moreover, there seems no occasion to 
require a long delay after a final settle- 
ment has been filed during which inter- 
ested persons are given notice of their 
opportunity to file objections; the no- 
tice can as well be given before the 
settlement is filed and a short period 
provided thereafter for the filing of 
objections. 


Accordingly the new Missouri code 
provides for the giving by the executor 
or administrator of four weeks pub- 
lished notice (and at least fifteen days 
notice by ordinary mail) stating that 
the executor will file his final settlement 
and petition for distribution on a spe- 
cified date “or as continued by the 
court” and that written objections may 
be filed within ten days after the settle- 
ment is filed. If the settlement is filed 
prematurely, the ten days for filing ob- 
jections run from the specified date, 
rather than the date of actual filing. 
No further notice is necessary if the 
settlement is continued; the objectors 
are expected to watch the case and take 
note of the later date specified in the 
court’s order of continuance. If no ob- 
jections are filed the court may approve 
the settlement and order distribution as 
prayed, without hearing, if it deems 
such action proper. 


The decree of final distribution is “a 
conclusive determination of the persons 
who are successors in interest to the 


estate of the decedent and of the ex- 
tent and character of their interests 
therein.” So says the statute. This writer 
has considerable doubt as to the effec- 
tiveness of such a provision, especially 
as regards real estate of which the 
executor never has any occasion to take 
control (if the proceeding is in rem, 
what is the res?). Nevertheless, pending 
legislative amendment or judicial clari- 
fication of this provision, people who 
are interested in estates as heirs or de- 
visees should follow them much more 
closely than has heretofore been neces- 
sary, and more closely than the value 
of the property actually administered 
might otherwise warrant, so as to make 
sure that their rights are not impaired 
by such a broad decree as the statute 
seems to contemplate. 


Appraisal of Code 


Such are some of the more striking 
features of the new Missouri probate 
code. How should that code be ap- 
praised? The present writer did consid- 
erable work on the amendments to the 
bill during the course of its passage, 
and advocated the bill in its final form. 
Nevertheless I do not recommend it as 
a model for other states, even those 
states in which, like Missouri, constitu- 
tional provisions make the probate court 
a court of limited jurisdiction, inferior 
to the lowest courts of general jurisdic- 
tion. Our new code still contains too 
much technicality, too much that was 
carried over from previous law. 


And what of the Model Code? The 


sponsorship of that code is so eminent 
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that adverse criticism of it is more 
likely than not merely to discredit the 
critic. Nevertheless, having come in 
close contact with it as it affected the 
Missouri statute, this writer ventures the 
opinion that in using the Model Code 
as the “reservoir of ideas and of ac- 
ceptable legislative formulations of 
those ideas” which it was “primarily” 
intended to be,* both those ideas and 
the formulations thereof should be sub- 
jected to the closest possible scruitiny 
before use, and that, upon such scrutiny, 
a surprisingly large number of them 


will be discarded. 


The work of preparing a_ truly 
“model” probate code, it is submitted, 
is yet to be done. It is to be hoped 
that the resources and personnel can 
somewhere be provided to do it. 


4Model Probate Code, Introduction, p. 10. 
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Lincoln National of Fort Wayne 
Celebrates 50 Years’ Service 


The Lincoln National Bank & Trust 
Co. of Fort Wayne, Ind., celebrated its 
fiftieth anniversary this year with an 
Open House at its new Clinton-Rudisill 
branch, a dinner for directors, officers 
and their wives, another dinner for all 
employees, and a cocktail party for cus- 
tomers and friends which was the largest 
ever held in the city. The anniversary 
was the occasion also for the bank to be 
host at a dinner to 200 community leaders 
gathered to launch the Fort Wayne Fine 
Arts Foundation. New friends were made 
for the trust department, and it is ex- 
pected that the Foundation will be the 
residuary legatee under many wills of 
estates too small to justify a personal 
foundation of trust. 


Trust powers at Lincoln National were 
obtained on July 9, 1928, but with the 
depression and World War II, it was not 
until the mid-forties that a comprehen- 
sive program for the expansion of trust 
services was undertaken. Today the de- 
partment, which is headed by Earl G. 
Schwalm, vice president and trust officer, 
has a staff of seven men and six women 
who administer trust assets amounting 
to $35 million and distributed as follows: 


91 Trusts under agreement __. 34% 
55 Trusts under will _...._______. 30 
44 Estates in administration _ 12 
148 Agency & Escrow accounts _ 9 
162 Guarciansinips —._____........__._.. 6 
23 Pension & Profit Sharing Trusts _ 6 
9 Safekeeping accounts... 2 
So Corporate trusts Cd 


Common stocks represent 65% of the 
assets, real estate 11%, and U. S. Govern- 
ment bonds 9%. 


A distinctive phase of the department’s 
work has been that of supporting com- 


munity and philanthropic activities, and 
inducing financially substantial customers 
and friends to give consideration to 
charitable trusts and foundations. Offi. 
cers of the bank are lending their as- 
sistance to churches, educational institu. 
tions and charitable organizations for the 
solution of budget and endowment prob- 
lems. In fact, steps have been taken to 
enable Lincoln National to “become the 
Hanover Bank of the territory.” 


A noteworthy estate is that of Charles 
W. Kuhne, which quadrupled during 13 
years of administration by the bank as 
executor and trustee to $1,227,394. 


The will, codicils and attached memo- 
randa, drawn by Kuhne himself, who was 
a Fort Wayne attorney and abstractor, 
provided one of the most complex legal 
problems ever presented in Allen County. 
Bequests to 100 cousins, ranging from 
first to third, were complicated by the 
fact that many lived in Germany and 
some behind the Iron Curtain. A law 
suit brought by the alien property cus- 
todian was resisted and finally settled 
by compromise, the executor turning over 
$56,000 to the custodian. 


The bank’s 50 years of growth have 
been completed under the leadership of 
only three presidents. Incumbent Charles 
H. Buesching has held that office since 
1929, has worked for the bank for 50 
years, and, as an apprentice carpenter, 
helped to construct the bank’s first quar- 
ters before it moved in. By 1952 the 
bank’s deposit volume had passed the 
$100 million mark, making it the largest 
bank in Indiana outside of Indianapolis. 


A A A 


Second National of New Haven 
Completes Century of Service 


In 1955, The Second National Bank of 
New Haven, Conn., completed 100 years 
of service to the people of that area, and 
last month published a 32-page illustrated 
booklet describing the development of the 
institution and the community since 1855. 
New Haven was then a bustling city of 
40,000; now over 165,000. 

The trust department of the Second 
National was set up in 1919 under the 
management of Louis L. Hemingway, 
who later became chairman of the board 
and president. (The Bank has benefited 
from three generations of Hemingway 
presidents.) Trust business has grown to 
occupy a staff of six — two vice presi- 
dents, three trust officers and one as- 
sistant trust officer — with assistants. 

The bank’s dividend record has been 
unbroken throughout the 100 years, 
despite the fact that “in June, 1856, the 
bank severed what might have been an 
historically gratifying connection. Said 
the board’s minutes: ‘Whereas P. T. 
Barnum has neglected and refused to 
pay the installments of $10 a share, his 
subscription for 500 shares is hereby 
cancelled.’ ” 


TRUSTS AND ESTATES 











aa ab ah teh. te 


-_ _e- a i 


—" i ~~ ma 2 





and 
ners 
to 
Offi- 
as- 
‘itu. 
the 
rob- 
n to 
the 


les 
ry 13 
c as 


2mo- 
was 
ctor, 
egal 
inty. 
‘rom 
the 
and 
law 
cus- 
ttled 
over 


have 
p of 
arles 
since 
r 50 
nter, 
juar- 

the 

the 
rgest 
polis. 


ven 
vice 
ik of 
years 
, and 
rated 
f the 
1855. 
ty of 


cond 
r the 
way, 
poard 
efited 
gway 
wn to 
presi- 
e as- 
nts. 

been 
years, 
5, the 
on an 
Said 
P. ‘Ts 
ed to 
e, his 
ereby 


TATES 





WRENN Ak hers ee 





How to Value Common Stocks? 


HE OBLIGATIONS OF THE TYPICAL 
yon trust are dollar obligations 
not directly affected by inflation or de- 
flation. The situation which existed un- 
til recent years where the assets of such 
trusts were invested almost entirely in 
bonds and mortgages with small 
amounts going into preferred stocks 
appeared to be a logical one. More re- 
cently, the increased yields in equities 
have attracted a larger share of these 
funds as a means of reducing the em- 
ployer’s cost of the plan. As a measure 
of such saving to the employer, it is 
generally estimated that in the typical 
non-contributory pension trust an in- 
crease in yield of 14°% will result in a 
reduction in cost of 12 to 15%. In a 
contributory plan the reduction in cost 
will be even greater. 


Some quantitative measure of the 
movement of pension trust funds into 
common stock investments as shown in 
the recent S.E.C. survey of corporate 
trusteed pension funds was discussed 
by Roger F. Murray in last month’s 
TRUSTS AND ESTATES. 


When pension trust money is invest- 
ed in equities, we are generally con- 
cerned with the long term aspects of 
the investment; market fluctuations are 
of little consequence where the pension 
liability will not materialize for twenty 
or forty years. Until the securities are 
eventually sold, how are we to value 
the securities for the purpose of de- 
termining the additional contributions 
necessary to support the benefits, or to 
determine the limitation on income tax 
deductions on account of these contri- 
butions? 


Consider, for example, a pension plan 
with contingent liabilities having a value 
of $10,000,000. If the assets which cost 
$5,000,000 had a market value of $8,- 
000,000 and were valued at market, 
only $2,000,000 would remain to be 
funded. If the market value were $4,- 
000,000 there would be $6,000,000 to 
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PENSION and PROFIT SHARING DIGEST 


SAMUEL N. AIN 


be funded. In this example, if market 
value is to serve as the valuation basis 
for contributions and tax purposes, the 
contribution and tax limitation could 
thus be three times as much in one 
year as another. 


In general, high profit and high tax 
years will coincide with high stock 
prices, and low profit and low tax 
years with low stock prices. Therefore, 
the use of market values for the stocks 
held by a pension trust will generally 
imply higher contributions and higher 
Section 404(a) limitations during low 
profit years and lower contributions 
and lower tax limitations during those 
very years the employer would like to 
make the higher contributions. 


From the employer’s viewpoint, the 
use of market value for this purpose is 
undesirable. It not only produces cost 
figures and tax limitation which may 
vary substantially from year to year, in 
itself undesirable, but the amount of 
the limitation and contribution vary in- 
versely with his best interest. The use 
of a cost basis for valuation, on the 
other hand, avoids the widely fluctua- 
ting contributions and does not result 
in a disadvantageous contribution inci- 
dence. 


From the viewpoint of the Internal 
Revenue Service, on the other hand. 
the use of cost may not be realistic. For 
example, if the value of the contingent 
liabilities is $20,000,000 and the market 
value of the assets, $20,000,000, is used, 
the unfunded liability is zero, whereas 
if the cost basis. of $12,000,000 is used, 
an unfunded liability of $8,000,000 
would be indicated. If we assume that 
the valuation interest rate is 214% and 
that government bonds can be _ pur- 
chased to return 214%, the Internal 
Revenue Service could argue that sufhi- 
cient assets are on hand for the full 
liquidation of the pension trust liabili- 
ties. While the employer may argue that 
the market value of the stocks may drop 
in the future and a deficit develop, the 
government’s position could be that the 


trust could sell all its securities and pur- 
chase 214% government bonds to fully 
cover its liabilities and therefore no de- 
ductions should be allowed for any con- 
tribution the employer makes to the 
trust under the existing circumstances. 
If under these conditions the employer 
prefers to retain his equity position and 
to make further contributions, the In- 
ternal Revenue Service might argue it 
is for purposes other than to cover his 
present liabilities to the trust and can 
not serve as a basis for deductions at 
this time. 


The same basic arguments could be 
offered if the market value does not 
fully cover the liabilities, i.e. if the lia- 
bilities were $20,000,000 and the assets 
which cost $10,000,000 were worth $15,- 
000,000, the Treasury could maintain 
that the Section 404(a) limitation on 
tax deductions should be based on an 
unfunded liability of $5,000,000 and 
not $10,000,000. 


It may be interesting to note some of 
the other valuation bases which have 
been suggested from time to time. 


1. Cost or market, whichever is 
lower. This is a conservative account- 
ing method for valuation of securities 
which is frequently used in other con- 
nections. It is hardly defensible from 
the viewpoint of the Service. Since one 
of the arguments in favor of the use 
of cost was the avoidance of fluctuating 
contributions, it may be noted that this 
method will result in more fluctuating 
contributions and limitations than cost. 


2. Arbitrary amortization of cost. 
For example, if a plan values liabilities 
at 214% interest rate and stock is pur- 
chased for $100 which pays a dividend 
of $6.00, then $2.50 would be consid- 
ered to be interest and the balance of 
$3.50 would be treated in a manner 
comparable to a refund of a premium 
paid on the purchase of the stock on 
the theory that the return on no invest- 
ment will exceed 214%. Therefore, in 
the valuation after one year, the stock 
will be valued at 9614 regardless of 
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market and $3.50 would be regarded as 
a return of part of the purchase price. 
While this procedure may be conserva- 
tive and highly desirable from an actu- 
arial standpoint, it is not very realistic 
and with a rising market is open even 
more strongly to all the objections 
against valuation at cost. 


3. Valuation based on 5 year-mov- 
ing average. Asset values will, of course, 
be more stable than if they are based 
on market values, for an extreme value 
in any one year will carry a weight of 
only 1/5th in the average. It is, in a 
sense, a compromise between the use 
of cost and market values and is one 
of the methods proposed by insurance 
companies to the National Association 
of Insurance Commissioners for the 
valuation of stocks held by insurance 
companies. A comparable method pro- 
posed by these companies is the use 
of the stock value at the preceding 
valuation date increased (or decreased ) 
by 1/5th of the change in the market 
value of the stock since that valuation 
date. 


4. Valuation of stocks at cost com- 
bined with adjustment in interest as- 
sumption to reflect actual yield. In this 
method, if valuation at cost means a 
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yield of 5%, then it would be expected 
that the valuation rate of interest would 
reflect this yield and would certainly 
not be 214%, but perhaps 444%. Such 
a change in the interest rate would re- 
duce the present value of the liabilities 
under the pension plan and would there- 
fore reduce the unfunded liability and 
finally lower the limitations on deduc- 
tions under Section 404(a). An advan- 
tage of this method is that it is equally 
adaptable to situations where market 
value is not readily determinable. It is 
assumed that a reasonable differential 
between the earned rate and the as- 
sumed rate will be used. Also, in order 
to avoid frequent changes in the inter- 
est assumptions, it should be required 
only in cases where the trend over 
several years shows a definitely higher 
interest rate than that used. If this 
method would require frequent changes 
in the interest assumption, it would lead 
to many practical difficulties and to 
fluctuations in the Section 404(a) limi- 
tations on contributions to the trust. 


It should be noted that, if the method 
chosen for the valuation of assets is 
coupled with an adjustment in the as- 
sumption as to the valuation rate of 
interest, there would appear to be no 
reason from the standpoint of tax limi- 
tations why any one of the valuation 
methods referred to would be prefer- 
able to any of the other methods. In 
other words, if during a period of ris- 
ing market values, assets are valued at 
cost, it might be necessary to adopt a 
valuation rate of interest of perhaps 
5°, whereas, if these same assets are 
carried at market, a valuation rate of 
interest of 214% might be appropriate. 
If the valuation rates of interest are 
properly chosen, these methods ought 
to lead to Section 404 limitations which 
are not too far apart from each other. 


While the Revenue Service has not 


taken a definite position with respect 
to the problem of asset valuation, there 
are recent indications that point to an 
attack on the problem through adjust- 
ment of the valuation rate of interest. 


It should be noted that the adoption 
by the employer of a valuation rate of 
interest presumably consistent with his 
method of valuing assets will tend to 
cause him to adopt a financial position 
less conservative than he might other- 
wise wish to assume. or, if assets are 
valued at cost and as a result the valua- 
tion rate of interest must be lifted from 
244% to 4% or higher because the 
trust has been operating in a rising 
market, the employer is pushed to the 
use of an interest rate which few per- 
sons might consider appropriate for the 
long term involved in the financing of 
a pension plan. On the other hand, if 
this same employer under the same 
market conditions values assets at mar- 
ket and thereby maintains his interest 
rate assumption at 214, he is in effect 
making the same kind of risky long 
term gamble—this time on the contin- 
uance of high market values. 

In passing it may be remarked that 
changes in the method of valuing assets 
or changes in the valuation rate of 
interest would probably constitute a 
change in accounting method under the 
proposed regulations and would accord- 
ingly require prior approval of the 
Revenue Service. 

It would indeed be unfortunate if 
the Revenue Service adopted principles 
and standards for setting limitations on 
deductions for contributions to pension 
trusts which made difficult the adher- 
ence to conservative financial practices. 
Many trustees believe that the public 
interest would be served by increased 
assets to support pension benefits. They 
would like the employer to have the 
authority to establish a contingency 
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reserve which would also serve as a 
means of balancing the present advan- 
tage of insured plans which can and do 
maintain such reserves. 

It is to be expected that, with in- 
creasing pension trust investments in 
common stocks, the problem of asset 
valuation will receive more attention. 
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Treasury Approves 
Commingled Pension Plan 


Manufacturers Trust Co. of New 
York has received from the United 
States Treasury Department a new 


ruling approving the eligibility of its 
Group Trust Program — a commingled 
retirement fund—for exemption from 
Federal income taxes under Section 501 
(a) of the Internal Revenue Code. Un- 
der the ruling, applied for by Manufac- 
turers Trust, the Treasury Department 
approved such a fund as part of the 
pension or profit-sharing plan of an 
employer for the exclusive benefit of his 
employees under Section 401(a), and 
ruled that the Group Trust is not sub- 
ject to income tax. 


With this approval, commingled 
funds should meet a long-felt need of 
employers concerned with the invest- 
ment of funds in employee benefit plans, 
especially those with a small to moder- 
ate number of employees, the bank’s an- 
nouncement said. Other trust institu- 
tions may follow Manufacturers’ lead 
because this type of commingled fund 
will have broad appeal. Under the Group 
Trust, the smaller fund can obtain the 
same investment advantages, operating 
economy, administrative savings and 
liquidity enjoyed by the largest em- 
ployee benefit trusts. Each employer 
may adopt any type of plan it chooses, 
so long as it is approved by the Treas- 
ury. The agreement will permit the bank 
to commingle funds in the Group Trust. 


Surveys Retirement Plans 


Results of the first major survey of 
employee retirement practices in the 
Delaware Valley, just completed by 
The Philadelphia National Bank, were 
announced last monih by President 
Frederic A. Potts. The study was under- 
taken as a special service to industry 
“to seek information that would enable 
more effective pension planning by the 
managements of companies in_ this 
active industrial community.” 


The opinions and comments of more 
than 600 responses are summarized in 
a “Report of Findings,” according to 
which, industrial managements in the 
Delaware Valley with retirement pro- 
grams are “keeping up” with nation- 
wide pension and employee benefit 
practices, and those operating without 
a pension plan, believe some kind of 
retirement program is desirable for 
their company. 


The favorite alternative to a formal 
pension plan, according to the findings, 
is a profit-sharing retirement trust plus 
group life insurance, supplemented by 
hospitalization and medical benefits. 
More managements in the area would 
inaugurate pension plans if they could 
find a satisfactory method of financing 
the cost of past service liability and at 
the same time be permitted adequate 
flexibility in the funding provisions of 
a practical retirement program. 
of the booklet, “Employee 
Practices in the Delaware Valley,” are 
available on request to The Philadelphia 
National Bank. 


Copies 
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@ Bart A. Brown was appointed chairman 
of the Trust Division of the Kentucky 
Bankers Association for the year 1955-56. 
He is vice president in charge of the 
trust department of Citizens Fidelity 
Bank & Trust Co., Louisville. 
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Starts Training Program 


A new training program covering all 
officers and employees went into effect 
this Fall at the Merchants Trust Co., 
Muncie, Ind., and will continue through 
next spring. One class, meeting on Tues- 
days from four to five, will be required 
for all personnel and will be conducted 
as a panel discussion. It will cover bank- 
ing in general, but more particularly the 
history, organization and functions of 
the trust company. Every department 
and activity will be covered during the 
course, with different discussion leaders 
each week and Robert H. Myers, Ph.D., 


a director, as moderator. 


~ The other class, which meets Wednes- 
days from four to five-thirty, is volun- 
tary and includes twelve senior employ- 
ees. It is affiliated with the American In- 
stitute of Banking and its members have 
already completed the four-year pre- 
standard program of the AIB and a year 
of study on public relations. This class 
is taking the AIB standard course on 
Business Administration. 


A A A 


@® Trust department gross earnings for 
state banks and trust companies in 
Florida for the year ending June 30, 
1955, aggregated $437,505, or 1.16% of 
total current operating earnings of 
$37,575,820 for all banks. 
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G. HAROLD WELCH Rost. V. FLEMING H. T. BIssELLE 


New Haven Washington Washington 
CONNECTICUT 
New Haven G. Harold Welch, vice president in the 
NEW HAVEN BANK trust department, elected senior vice 
& Trust Co. president; Norton B. Nicholas made 


asst. trust officer. 


DISTRICT OF COLUMBIA 


Washington Robert V. Fleming, president and 
Rices chairman of the board, relinquishes his 
NATIONAL BANK position as president, remaining as 


chairman of the board and chief ex- 
ecutive officer. Hulbert T. Bissell, senior vice president of the 
bank, becomes president. 


FLORIDA 
Daytona Beach W. W. Swann, former assistant cash- 
First ATLANTIC . ier and asst. trust officer, became asst. 
NATIONAL BANK vice president. 
GEORGIA 
Atlanta Carroll P. Jones elected vice president 
TRUST COMPANY and will continue in the trust depart- 
OF GEORGIA ment. Holder of an A.B. degree from 


the U. of Virginia, where he was 
elected to Phi Beta Kappa, and an LL.B. from Atlanta Law 
School, Mr. Jones joined the Trust Company in 1936 after 
private practice of law. 


ILLINOIS 
Chicago Joseph B. Kovarik, with the bank one 
LAWNDALE year, elected trust officer and counsel. 
NATIONAL BANK 
INDIANA 
Indianapolis William Tillett appointed asst. trust 
FIDELITY officer. Formerly with the Merchants 
Trust Co. National Bank & Trust Co., Tillett 


had been most recently in the practice 
of law in Peru. 


MARYLAND 
Seaford Benny P. Young elected assistant 
SEAFORD treasurer and asst. trust officer, for- 
TRusT Co. merly having been with Kanawha Val- 
ley Bank in Charleston, West Virginia. 

MASSACHUSETTS 

Boston William F. McBrien, who joined the 
SECOND BANK- trust department in 1941 and is now 
STATE STREET head of the customers’ securities de- 
TRUST Co. partment, elected assistant treasurer. 
Springfield Bruce H. MacLeod succeeds Foster 
UNION W. Doty as president, the latter being 
Trust Co. elevated to chairman of the board, 


and William A. Lieson becomes ex- 
ecutive vice president. 
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TRUST PERSONNEL CHANGES 


MICHIGAN 
Grand Rapids Alfred W. Hewitt, former asst. trust 
MICHIGAN officer, now an assistant vice presi- 
NATIONAL BANK dent. 
MISSOURI 
Kansas City J. W. Ramsey, Jr., trust officer with 
UNION the bank since 1933, retired. 
NATIONAL BANK 
St. Louis Hugh A. Logan elected a vice presi- 
St. Louris UNION dent. Vice president in charge of the 
Trust Co. St. Louis office of Marsh & McLennan, 


Inc., a nationwide firm of pension 
actuaries and insurance brokers, from 1952, he has had ex. 
tensive experience in developing employee benefit plans. 


NEW YORK 
Brooklyn Charles Oldenbuttel, vice president 
PEOPLES and trust officer, advanced to presi- 
NATIONAL BANK dent of the bank succeeding Arthur 


W. Spolander, who retired after 46 
years with the organization. 


Little Falls F. W. Wentworth joined the bank as 
HERKIMER COUNTY trust officer, having resigned from a 
Trust Co. similar position with the Hamilton 

National Bank of Chattanooga. Went. 
worth previously served as internal revenue agent. 

New York Roger F. Murray has resigned as vice 
BANKERS president to become associate dean of 
TrusT Co. the Graduate School of Business at 


Columbia U., effective January 1. He 
will continue to direct the program of research in capital 
markets for the bank. Joining the bank in 1932, Murray has 
been successively in charge of credit research, economic and 
business research, and institutional investment services. 


Edward F. McDougal of the public relations department 
was advanced to asst. vice president. 


New York Edward P. Stuhr promoted from vice 
FIDUCIARY president to the newly created position 
TRUST Co. of first vice president and director of 

research. 

New York Walter Johnston, with the corporate 
MANUFACTURERS trust department, appointed asst. trust 
Trust Co. officer. 

New York Warren W. Swift advanced to trust 
NEW YorRK officer. 

Trust Co. 
NORTH CAROLINA 

Winston-Salem Brant R. Snavely advanced to senio! 
WACHOVIA BANK vice president at the general offices 
& Trust Co. at Winston-Salem; G. T. Lumpkin, 


Jr., to trust officer at Raleigh; and 
Haskell S. Rhett to trust officer at the Wilmington office. 
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Philadelphia 
PROVIDENT 
Trust Co. 


PENNSYLVANIA 


Clinton S. Stiefel, formerly vice presi- 
dent in charge of operations depart- 
ment, was promoted to general vice 





G. CARLTON HILL, JOHN J. ROWE, Rost. A. CLINE 
Cincinnati 


OHIO 


Fifth Third increased the number of 
executive officers as follows: John J. 
Rowe, president since 1934, elected 
chairman of the board and will con- 
tinue as chief executive officer. Robert A. Cline, who became 
senior vice president when the Lincoln National Bank con- 
solidated with Fifth Third this year, elected vice chairman. 
G. Carlton Hill, who joined the bank in 1929 and received his 
education at the U. of Michigan and Kent College of Law, 
was elected president. 


Cincinnati 
FiFTH THIRD 
UNION TrRusST Co. 


Allen Crawford joined the bank as 
asst. vice president and trust officer, 
having recently resigned as_ trust 
officer of Alton (Ill.) Banking & Trust 
Co. Before joining the latter bank he had been a vice presi- 
dent of Bankers-Equitable Trust Co. which merged into 
Detroit Trust Co. 


Dayton 
THIRD NATIONAL 
BANK & TrRusT Co. 


OKLAHOMA 

R. Otis McClintock succeeds Fred L. 
Dunn (retired) as chairman of the 
board; R. Elmo Thompson succeeds 
Mr. McClintock as president, the latter 
having held that post for 27 years; and E. F. Allen became 
vice chairman of the board and chairman of the executive 
committee. 


Tulsa 
First NATIONAL 
BANK & TrRusT Co. 


president in which position he will co- 
ordinated the administration of various departments. 


John Kearsley Mitchell was named assistant vice president 
in the trust department; William Weir Donaldson appointed 
a trust officer and will represent the trust department in 
Delaware County; Frank A. Wood, Jr., named a trust 
investment officer; and Wilson H. Pendleton and Roger S. 
Hillas named asst. trust officers. 


VERMONT 
Burlington Proctor H. Page, trust officer, elected 
CHITTENDEN vice president; Bruce H. Cram suc- 
TRusT Co. ceeds him as trust officer. 
VIRGINIA 
Richmond Newly named asst. trust officers are: 


First & MERCHANTS 
NATL. BANK 


Thomas W. Herrmann, Thomas A. 
Smith and Eza W. Stith. All have 
been with the bank a number of 
years. Lester M. Sauer, an investment analyst, named as- 
sistant cashier. 


WISCONSIN 
Milwaukee David G. Owen elected a trust officer, 
First WISCONSIN to handle the administration of per- 
Trust Co. sonal trusts and estates. A graduate 


of the U. of Virginia and the Law 
School of the U. of Wisconsin,, Owen practiced law in Mil- 
waukee from 1931 until 1940, after which he served as 
deputy director and counsel for the Wisconsin Department 
of Securities. Robert L. Burch resigned as trust officer of 
the company. 
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; EMPLOYMENT EXCHANGE 


highly defensive program and supervise 
all aspects of portfolio management. 


Research organization is looking for 


lawyer with estate and life insurance 
planning experience and writing ability. 
See ad H-512-4 








ESTATE AND LIFE INSURANCE 





With legal background and more than 25 
years experience in the administration of 


Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 


Trustman, 30, with six years experi- 
ence in administration, operations, taxes, 
investments and customer contacts, de- 
sires connection with progressive bank 
offering advancement prospects. 511-2 


Trust officer with LL.M. in Federal 
taxation, 33, member of Texas Bar, ex- 
tensive experience in trusts, estate plan- 
ning, employee trusts and taxation, seeks 


| position with progressive organization. 
| 511-3 


Trust solicitor wanted by southwestern 


| bank. See ad H-512-1 


Trust officer with over 25 years’ ex- 


} Perience and legal background desires 


new connection. See ad H-512-2 


Young man, 32, with twelve years 
diversified investment experience, seeks 


| position as investment manager to direct 
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estates, trusts under wills, voluntary 
trusts, agencies and guardianships, desires 
to make a new connection. Background, 
qualifications and references will be fur- 
nished upon request. 

Box S-512-2, Trusts and Estates 

50 East 42nd St., New York 17 








PLANNER WANTED 


Opportunity for lawyer with estate and 
life insurance planning experience and 
ability to express himself in writing to do 
intensive research and analytic work in 
this field with major research organiza- 
tion. Write fully on experience, educa- 
tion, salary requirements. 


Box H-512-4, Trusts and Estates 
50 East 42nd St., New York 17 








OPPORTUNITY 
FOR A TRUST SOLICITOR 


One of the leading banks in the 
SOUTHWEST 


desires a man to solicit new business for its trust department. To qualify 
a man should be 38 to 40 years old, should have experience in trust work, 
be personable and a college graduate. 


Salary: Open and dependent upon capabilities and experience. 

Please write letter giving your qualifications in detail to Box H-512-1, 
Trusts AND Estates, 50 East 42nd St., New York 17. 

All replies held in strict confidence. 
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TRUST OPERATIONS AND TAXES 
AT NEW JERSEY CONFERENCE 


More than 400 New Jersey bankers 
attended the 27th Annual Trust and 
Banking Conference sponsored at As- 
bury Park, November 16-17, by the 
New Jersey Bankers Association. The 
trust section, meeting on Wednesday 
afternoon, November 16, saw two films: 
“Taking the Mystery out of Wills” from 
the television office of the University of 
Michigan, Ann Arbor: and “Trust Ser- 
vices” from Industrial National Bank, 
Providence. There were two addresses 
that afternoon, as well as George C. 
Barclay’s talk at the joint session Thurs- 
day morning. 


The principles of operation and con- 
trol in a trust department were discussed 
by Gordon I. Morison of the Bank of 
New York, who outlined the system of 
records and files and told how to ob- 
tain dual control. When a new account 
comes in, the instrument should be re- 
viewed by two officers separately, he 
said, and any differences of opinion 
should be referred to counsel. He re- 
viewed the manner of checking the 
movement, if any, of securities, and 
pointed out that when a security is re- 
moved from the vault, the reason must 
be recorded as well as the fact. In this 
connection he discussed the use of pre- 
numbered, multiple copy tickets, and 
explained how the auditor keeps track 
until the security is returned or other 
authorized disposition has been made 
and recorded. 


Holdover items, received too late in 
the day to be processed, should be 
placed in the trust vault in a locked 
box under the joint custody of two 
members of the trust department, the 
speaker pointed out. 


The method of collecting and record- 
ing income for trust accounts was de- 
scribed, including income from securi- 
ties which have no fixed dates of pay- 
ment. For these, one person in the trust 
department should be given the respon- 
sibility of reviewing the financial ser- 
vices daily for dividend declarations on 
securities held in accounts. He would 
prepare a card for any dividends de- 
clared, showing the security, record 
date, payment date, and rate, and place 
it in the tickler file under the record 
date. 


Operating procedures should provide 
control of disbursements, too, so that 
they will be properly authorized, in the 
correct amount, and charged to the 
proper account. The speaker described 
how this is done, the part played by the 
remittance clerk, the particular respon- 
sibilities of the trust officer, and those 
of the auditor. 

It is essential that all fees be com- 
puted accurately in accordance with 
the agreement and charged at the proper 
time, the speaker said. Commissions 
should be computed independently by 
two persons and the results compared 
before the charges are made to the ac- 
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counts. When the correct charge is de. 
termined, the amount would be entered 
on the fee card together with the basis 
of the charge. In the case of a gradu- 
ated scale of rates based on the income 
collected within a year, this becomes 
important when the fees are taken more 
often than once a year. 


The work and responsibility of the 
auditor was then reviewed by Mr. Mori- 
son, who also suggested the employment 
of a firm of financial accountants to 
conduct an examination of the trust de- 
partment on a_ surprise basis. This 
would not be a substitute for internal 
controls and audit,” he stated, “but 
would be a means of reviewing the en- 
tire department at one time and obtain- 
ing an appraisal of the sufficiency of the 
controls.” 


Qualified trust officers and attorneys 
can not only show the client the way 
to accomplish tax savings under the 
present law but can also help assure a 
complete fulfillment of his desired ob- 
jectives, Samuel J. Foosaner, tax attor- 
ney of Newark, told the audience. 
Speaking of the marital deduction which 
can be achieved through the “tax form- 
ula approach,” the “percentage devolve- 
ment” approach, or to both marital and 
income trusts, Mr. Foosaner remarked 
that consideration should be given to 
partial marital deduction. Where the 
client desires to by-pass his spouse in 
the first instance, he should not over- 
look the merit of providing for a mari- 
tal deduction on a contingent basis, for 
it is quite possible that the first object, 
or objects of his bounty, might prede- 
cease his spouse, said Mr. Foosaner, who 
is Federal Tax Editor of Trusts AND 
ESTATES. 


After discussing generally the tax ad- 
vantages of assigning life insurance, 
election of installment options for a 
spouse, trusts for children, and ten-year 
trusts, the speaker cited a specific case 
of a taxpayer with an $864,000 estate, 
and outlined steps which would achieve 
fulfillment of the client’s listed 14 ob- 
jectives, result in estate tax savings and 
other mandatory costs of approximately 
$252,000, and, enable the taxpayer 
through the remainder of his active 
business life, to save income taxes 
amounting to as much as $75,000. 
These were accomplished through 
proper stock purchase agreements; the 
recapitalizing of the corporation with 
the creating of different classes of stock: 
an immediate, and a longer range gift 
program; exhaustive wills for both hus- 
band and wife; restrictive stock options, 
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and a removal of the insurance from the 
gross taxable estate. 


It is not enough merely to educate 
the commercial department regarding 
trust business, George C. Barclay, vice 
president, City Bank Farmers Trust Co., 
New York, told the Thursday morning 
joint session. The trust department must 
be shown to be a source of income, and 
its collateral advantages pointed out. 


The problem of adequate compensa- 
tion is difficult, he said, because it is 
hard to cut down on the cost of cus- 
tomer contacts. There is room for more 
mechanization of records, however, and 
trust departments are providing earn- 
ings from executorships, custodian and 
investment advisory service, corporate 
trusts, and increasingly employee bene- 
fit trusts. Commercial officers are apt 
to lose the “poor relation” attitude to- 
ward the trust department once they 
find it is helping to pay the dividend 
on the bank’s stock and making some 
contribution to surplus, after paying its 
way, Mr. Barclay said. The commercial 
banker must understand that the trust- 
man’s first responsibility is to the bene- 
ficiaries even in cases where that would 
not be to the advantage of the bank. 


A AA 


Alabama Trust Conference 
Originates ‘“Sounding-Board”’ 
Technique 


One of the most successful experi- 
ments in conference procedure and au- 
dience participation was that presented 
at the Trust Conference of the Alabama 
Bankers Association in Point Clear on 
Oct. 13-14, with J. B. Gibson, estate 
analyst and trust officer of American 
National Bank & Trust Co. in Mobile. 
as moderator. Mr. Gibson has kindly 
written a synopsis of this unique method 
of personalizing discussions, and it is 
printed herewith as a method which 
other conferences may wish to emulate. 


The “Sounding Board” was born dur- 
ing a desperate move to offset a last 
minute cancellation in our program. 
The intent of the “Sounding Board” 
was to give each attending Trust Officer 
an opportunity to use fifteen minutes to 
ask questions of any one present—or 
discuss a favorite subject—or tell of an 
interesting experience. Special letters 
Were sent to each bank’s delegate sev- 
eral days in advance of the conference 
with a full explanation of the event. 

Observation at previous trust confer- 
ences clearly indicated that trustmen in 
general become the world’s greatest ex- 
troverts when in company with fellow 
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trustmen, and everyone appears eager 
to expose his problems, seek help and 
tell of unusual happenings. This pheno- 
menon can be highly disturbing in 
conducting the usual panel type of par- 
ticipation program. Particularly is this 
true when one or two rather gregarious 
boys get the ball, toss it to the panel 
and continue circling the goal lines 
without relinquishing possession—even 
for an attempted point after touchdown. 


The “Sounding Board” reverses such 
procedure. The entire attendance at the 
conference became the panel of experts 
with questions likely to be directed at 
any one. Also, everyone was given a 
time period to use the “panel” as he 
pleased. For a full fifteen minutes he 
was in complete control with right to 
interrupt, change his line of question- 
ing, or do anything he wanted to with 
the exception of exceeding his allotted 
time. We used a timing device and 
when the fifteen minutes were up, we 
cut promptly and gave the next man 
the floor. (This was found to be most 
important. ) 


Now as to the mechanics . . . Very 
little is needed other than a timing de- 
vice, a moderator to enforce the time 
and a method for getting the ball roll- 
ing. As to the latter, it is useless to 
start a meeting of this type expecting 
anyone to volunteer with questions al- 
though we found it most effective to 
give them the opportunity to do so. 
After the usual few minutes of silence. 
you may then shock the entire group 
into participation by coming forth with 
prepared media. 


Our preparation consisted of some 20 
back issues of TRUSTS AND EsTATEs and 
individual memos regarding controvers- 
ial articles that had appeared in past 
issues of Trusts AND EstaTEs. We 
passed out the magazines to about two- 
thirds of the group and the memos to 
the remainder. Those had been 
given excerpts from the controversial 
articles led off while those with our 
Trade Journal were selecting their own 
items for discussion. 


who 


The moderator then called upon those 
with the prepared questions and as soon 
as it became evident that each person 
there would eventually have to monitor 
a fifteen minute period, the session 
warmed up and we were ready for 
business. 


This seemed to work out far better 
than planting questions in advance as 
we are apt to plant our queries among 
those who frequently speak up without 
urging and once they have floor usu- 
ally keep it. With this method every 
one gets in the act. 

Once under way, more and more par- 
ticipants discarded the material passed 
out in favor of personal problems 
brought to mind by perusing TRUSTS 
AND EsTaTEs or from analogy brought 
to mind by previous discussion. 


The program successful. The 
two and a half hours were entirely too 
short . . . we could have gone for two 
hours more without boredom or lack 
of material. It is our intent to make 
this a permanent part of our annual 
Fall Meeting. 


was 





trust Capacities. 
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Ancillary Administration 


When you require ancillary adminis- 
tration in Michigan, our complete 
facilities are at your service. We also 
welcome the opportunity to act as 
co-transfer agent, co-registrar and in 
all types of personal and corporate 
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COORDINATED TRUST PLAN 
yy Or omrespondent Feud 


A. KEY FOSTER 


Vice President and Trust Officer, First National Bank, Birmingham, Ala. 


Epiror’s Note: While soliciting corre- 
spondent bank connections in the early 
1930’s, Mr. Foster noted that under a cor- 
respondent arrangement the local country 
bank can extend any amount of commercial 
credit needed, and concluded that the same 
logic applied to the trust department would 
enable the country bank to offer any trust 
services its best customers might need. After 
such a program was developed in Alabama, 
he wrote this article for Trusts AND ESTATES 
and the Trust Bulletin. 


ese COUNTRY BANKER IS CONFRONTED 
with this sort of dilemma—if he 
says to his best customer, “We do not 
have trust services in this bank. You 
should go to the nearest city where a 
bank has trust facilities,” he realizes 
that sooner or later his bank is going to 
lose that commercial account. 


Under these circumstances, the coun- 
try banker frequently decides to put in 
a trust department—even though he 
realizes it will be expensive and un- 
profitable for many years, perhaps for- 
ever—and designates an assistant cash- 
ier as trust officer and sets up to do a 
trust business. Of course, those who are 
familiar with such things realize that 
he is not qualified to render trust ser- 
vices and probably never will be under 
that set-up. 


In order to expect ever to break even, 
the bank must have at least five million 
dollars of active trust business on its 
books, and since trust business remains 
on the books for an average of only 
ten years, it must see replacement busi- 
ness coming at the rate indicated. In 
many instances this is not a possibility. 


Most country banks, therefore, avoid 
offering trust services. When a pros- 
perous citizen asks advice from his 
local banker about trust services, the 
latter not only seeks to avoid trustee- 
ship but, because he knows so little 
about the subject, prefers not to discuss 
it at all. This is no reflection on the 
local banker, but a state of affairs which 
needs a solution. 
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Alabama Situation Surveyed 


With this in mind, the author wrote 
on this subject in the Financial Adver- 
tisers Bulletin in 1932, but was never 
able to arouse much interest in his 
home state until Gilbert T. Stephenson 
heard about the proposed coordinated 
trust plan, embodied the idea in his 
lectures at the Graduate School of Bank- 
ing, and in May 1947 addressed the 
Alabama Bankers Association on the 
subject, “Potential Trust New Business 
in Alabama.” Following his thought- 
provoking address, a commission was 
appointed to look into the trust new 
business potentials in the state. 


The author was designated chairman 
of the commission of three trust and 
three commercial bank men. Each mem- 
ber was assigned from three to five 
towns for sampling in three population 
groups—over 10,000, between 5,000 
and 10,000 and under 5,000. In the last 
group towns having different economic 
problems were selected, to get a cross 
section of the entire state (excepting the 
counties surrounding Montgomery, Mo- 
bile and Birmingham, where it was 
taken for granted that adequate trust 
services were available). 


In the 56 communities sampled, it 
was estimated there were 21,635 people 
having a net worth of $20,000 or more; 
22.985 who might be prospects for ser- 
vices as executor; and 2,585 who might 
be prospects for testamentary trusts. 
The information was obtained with the 
cooperation, and in most cases the con- 
firmation, of the local bankers who 
were peculiarly qualified to analyze the 
financial wealth of their respective com- 
munities. 


The commission found that currently 
trust business was not being solicited or 
offered in the communities sampled. 
Nineteen of the 56 banks interviewed 
had trust powers, but only eight were 
exercising them, these having a com- 


bined total of 88 trust accounts with 
aggregate value of $1,407,400. There 
was not adequate local corporate trust 
service available to serve the potential 
trust business, most of the banks were 
unwilling to undertake trust services, 
and only a few of the communities 
sampled were being adequately served 
by trust departments in the larger cities, 


The Coordinated Trust Plan 


The commission recommended. that 
customers of local banks should be 
urged to: 


1. Name the large city correspond. 
ent of the local bank as executor and 
trustee, providing that the trustee shall 
keep on deposit in the local bank, pend- 
ing distribution or reinvestment, any 
funds belonging to the estate, or 


2. Name the local bank having trust 
powers as executor and trustee, and 
authorize that local bank to employ its 
city correspondent as its agent in all 
trust matters in which the local bank 
finds need of additional service, with 
division of fees between the local bank 
and the correspondent, or 


3. Name the local bank and corre: 
spondent bank as co-executors, the city 
bank alone to be named as trustee, 
with provisions in the will that the city 
bank employ the local bank as agent in 
management of any of the Estate’ 
property for which local representation 
is needed. In this case also a division 
of fees is contemplated, as well as thal 
the commercial deposit of the estate 
will be carried with the local bank. 


Practically all of the bankers inter 
viewed approved one or more of thes 
plans, and in each instance wanted il 


clearly understood that the commercial} 
bank deposit of a trust would be car} 


ried in the local bank. 


The Alabama Bankers Convention if 
May, 1948, unanimously approved the} 
Commission’s report and recommends} 
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tions, with the result that the writer 
worked out the following plan, which 
has proved most satisfactory: 


Making Local Contacts 


A representative of the Trust New 
Business Department travels at frequent 
intervals with our correspondent bank 
representative, calling on country bank 
presidents, to explain this coordinated 
trust plan. The country banker selects 
the names of the wealthiest people in 
his community and sends them to the 
city bank’s trust representative, who 
places them on his trust mailing list. 
After a reasonable time, the representa- 
tive contacts the local bank president by 
telephone or personal call, about ar- 
ranging a date with five or six of his 
best trust prospects at which time the 
trust representative from the city can 
talk to them in the board room or the 
president’s office of the local bank. 
Frequently, it has been found workable, 
where the local bank has a trust depart- 
ment but the trust officer is inexperi- 
enced in new business development, for 
the latter to arrange interview dates. 
The writer has often interviewed as 
many as eight people in a day and, in 
most instances, secured the agreement 
to appoint either the local bank or the 
city bank, or a combination of the two, 
as executor and trustee in each case. 
The local banker, sitting in on the inter- 
view, thereby learns the technique of 
new business development with the 
chances that he, too, will designate the 
city bank as executor and trustee. 


When the prospect indicates his 
agreement to have a will drawn desig- 
nating the local bank as executor and 
trustee, and authorizing it to employ 
the city bank as agent when desirable, 
the prospect is asked to tell his attorney 
that the city bank representative has 
discussed his estate plans, and that the 
lawyer is authorized to secure from 
him the necessary facts to draft the 


will. The trust representative prepares 
a rather extensive outline or recom- 
mended plan for the will, sending the 
original and copies to the local banker 
for delivery to the lawyer. 


Often additional insurance is needed, 
in which event the prospect is told to 
buy the insurance from a local man 
who, in many instances, gets in touch 
with the trust representative with refer- 
ence to the insurance needs. If account- 
ing problems are involved, the prospect’s 
local accountant is always used. Some- 
times the prospect is reluctant to use 
his attorney because he fears his estate 
plans will be disclosed to others in the 
community. In that case, we studiously 
avoid making any recommendations as 
to counsel in the correspondent bank’s 
city. However, the prospect often selects 
an attorney in the city, which makes it 
much easier to get the instrument 
promptly and properly drafted. As a 
matter of fact, it is found that a great 
majority of attorneys in the smaller 
communities are wholly uninformed as 
to the proper drafting of a testamentary 
trust instrument. 


Practical Results 


Usually a combination of one or 
more of the plans is used, but in most 
instances the local banker is perfectly 
satisfied to have the city correspondent 
serve as executor and trustee, so long as 
the commercial business is preserved 
for his bank. As a result of these trust 
efforts, this bank has secured appoint- 
ments from people in every section of 
the state, some residing as much as 
200 miles away. We have on our mail- 
ing list today many of the local bank 
presidents, not only for educational 
purposes but because they are among 
the best prospects. Many have already 
designated our bank as executor and 
trustee and are recommending to their 
best customers that they do likewise. 











A SERVICE TO 
SMALL TRUSTS 


Trusts, however small, of which our Bank 
is a Trustee can have a broadly diversified 
investment through participation in our 
Common Trust Fund. 


MARINE NATIONAL EXCHANGE BANK 
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There is so much business developing 
under this plan that a new business rep- 
resentative goes out at least one day a 
week to call on prospects who have in- 
dicated their interest. 


We are trustee under wills from 
neighboring states and many sections of 
this state, are managing over 20,000 
acres of farm lands left to us as trustee 
as a result of this plan, and business 
establishments and industries scattered 
widely throughout the state. 


The development side of this coordi- 
nated trust service is not simple. The 
cost of acquisition is high and keeping 
it on the books rather difficult, because 
of the lack of contacts with the custom- 
ers. It is recommended, therefore, that 
when this type of business is secured, 
a system be set up whereby a new 
business representative will call upon 
persons who have designated the bank 
in a trust capacity at intervals of at 
least once a year. On the other hand, 
when the business has gone into effect, 
it will be an expensive type because the 
local character of the assets is such that 
it will be expensive to supervise the 
trusts. However, it has been found that 
such business is profitable, and I en- 
thusiastically recommend the Coordi- 
nated Trust Plan. 


Without 
leaving your desk 


---you can deal with 
a primary market 





Wherever you are, our Bond Depart- 
ment provides complete telephone 
facilities for trading in tr bills, 
notes and short term Governments. 
We are also major dealers in State 
and Municipal bonds. erienced 
and well-informed Bond Officers will 
serve you. 


To keep up with market develop- 
ments, our Correspondent banks and 
customers receive our listings of pri- 
mary issues every Monday morning. 
If you are not on this mailing list, you 
should be. Simply write or phone our 
Bond Department. 






WEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION 


SAINT LOUIS 1, MISSOURI 


New York Correspondent: 14 Wall Street 
Chicago Telephone to Bond Department: 
Dial 211, request Enterprise 8470 
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POINTERS FROM PBA TRUST SCHOOL 


gies TRUST BUSINESS IN AMERICA IS 
“on the threshold of golden years,” 
John F. Donlon, executive vice presi- 
dent of Edwin Bird Wilson, Inc., New 
York advertising firm, told the Pennsyl- 
vania Bankers Association Trust School 
in Lancaster October 20. “Trust busi- 
ness is no longer a service for persons 
of wealth only. Trust institutions have 
brought their services within the reach 
of many more people in the last decade 
through more economical operating 
procedures and improved administra- 
tive techniques.” The common. trust 
fund has given invaluable assistance, 
he said, in reaching this broader mar- 


ket. 


A survey made by the PBA this year 
bore out Mr. Donlon’s point, showing 
that among estates handled by the five 
largest trust companies in the state, 
covering 27,679 trusts, 72.2% had prin- 
cipals of less than $100,000. The aver- 
age estate in this class was less than 
$35,000 and the average number of 
beneficiaries 114 per trust. 


Conditions. which offer promise of 
growth for the trust business include 
the fact that American trust organiza- 
tions are providing a service that an- 
swers a crying public need, the speaker 
said. As the force of well qualified men 
and women in trust work grows, the 
entire industry will feel the effect of 
their upsurge. especially since today’s 


trust organizations are in a better posi- 
tion than ever before because of new 
economies and techniques, better cus- 
tomer acceptance, and (in some cases) 
more adequate fees. 


Twelve principles of salesmanship 
and their application to trust business 
were spelled out by Mr. Donlon. 


1. Know your business—it breeds 
self-confidence and customer re- 
spect and permits adaptability. 


2. Believe in what you sell—strong 
faith in the value of trust ser- 
vice is essential. Insincerety is 
the natural product of selling by 
cynicism rather than by faith. 


The importance of hard work— 
other things being equal, the 
man who makes the most calls 
will get the most business. 


4. Don’t sell “blue sky”—don’t sell 
trust service, but rather estate 
planning, the executorship ap- 
pointment or the investment 
management account. 


Co 


5. Approach selling from the cus- 
tomer’s point of view—give the 
prospect all the information he 
needs to make an intelligent de- 
cision. 

6. Don’t hesitate to use all the aid 
you can get—attorneys, life un- 
derwriters, commercial officers. 
Make a habit of selling yourself 
and your work to your associ- 
ates, and when others help in a 
sale, heap praise and thanks 
upon their cooperation. 








John F. Donlon speaking before the Pennsylvania Bankers Association Trust School. Also 
at the speakers’ table are (1. to r.): Trust Division vice chairman H. Townsend Bongardt, 
chairman Richard H. Starr, School chairman Robert A. Bodine, and Dr. A. C. Van Dusen. 
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7. Know prospect objections, and 
the best answers to them—A 
prospect who asks questions is 
interested; give him the facts. 
But also answer other questions, 
for unasked questions often ob- 
struct a sale. 


8. Be a good talker, and a better 
listener — present your facts 
briefly and build your approach 
on what the prospect says. In- 
vite questions and comments. 


9. Don’t be afraid to ask for busi- 
ness—don’t overdo the family, 
emotional side. Keep your ap- 
proach on a common sense, good 
business basis. 


10. Avoid selling by frenzy—if early 
closing is not possible. let time 
and patience work for you. Don’t 
ruin an eventual sale with ill- 
timed haste. 


11. Take advantage of visual and 
other aids—charts and forms, 
human interest stories, wise use 
of letters. 


12. Be a creative salesman — trust 
sales are stimulating because the 
work is wholly creative. 


In his opening remarks, PBA Trust 
Division chairman, Richard H. Starr, 
who is executive vice president and trust 
officer of First National Bank, Sharon, 
announced that the Pennsylvania Bank- 
ers Association has currently 321 mem- 
ber institutions, and that at this 1955 
Trust School, the fourth to be con- 
ducted by it, 200 Pennsylvanians and 
25 bankers from Maryland, Ohio, Vir- 
ginia and New York attended the ses- 
sions. Mr. Starr mentioned the growing 
number of life insurance policy hold- 
ers, baby insurance holders and _ stock 
market investors as major areas of the 
field for new trust business. 


Psychologist Demonstrates 
Teaching 


Why people do some of the things 
they do, and how trust development 
work can be improved by more effec- 
tive communication with other people 
were discussed by Dr. A. C. Van Dusen, 
vice president and director of public 
relations, Northwestern University. The 
same principles of human behavior are 
applicable in the family, with the boss 
at the office, or in dealing with custom- 
ers and prospects, he said, and most of 


the differences among people exist in | 


how they go about getting what they 
want rather than in their basic needs 
or desires. Conflicts in points of view 
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were illustrated by color cartoon slides, 
and the speaker explained that to ob- 
tain any change in a “stubborn bull- 
headed character” one must try to un- 
derstand the reason for his behavior. 
He suggested—by both word and car- 
toon—substituting for the “bull-headed”’ 
conception a “filing cabinet headed” 
picture which would make one less apt 
to “blame” the other person and better 
able to understand him. One can’t get 
out of a filing cabinet what has never 
been put into it, and one cannot elicit 
from others ideas and attitudes they 
have never possessed—unless we put 
them there ourselves. 


The forces that make us what we are 
may be complicated, Dr. Van Dusen 
said, but three motivating forces are 
essentially the same for all—the desires 
to feel physically healthy, psychologic- 
ally sure of ourselves. and personally 
worthwhile. We can “tune in” with 
people better if our relationship is such 
that these needs are readily satisfied. 


In Dr. Van Dusen’s second session, 
after lunch, he called upon two of the 
trustmen to enact an impromtu inter- 
view with a new prospect. The actors 
intentionally said wrong things as well 
as the right ones, and in the general 
discussion that followed. Dr. Van Dusen 
was able to use audience participation 
to sharpen many of the points he had 
made with reference to the direct bear- 
ing of psychology upon trust develop- 
ment. He showed that “listening” is 
very important. and that the trust new 
business man must vary his approach 


until he finds a method that makes his 
idea understood and acceptable to the 
other fellow’s “filing cabinet” backlog 
of experiences. 


Analyzing the Trust Market 


The second day’s sessions began with 
a vigorous address by Earl R. Hudson, 
president of Kennedy Sinclaire, Inc., 
New York, who pointed out that the 
trust field is unique in that a study of 
the local probate or orphans court rec- 
ords permits a remarkably accurate esti- 
mate of the trust market. The size 
bracket of the majority of estates can 
be determined, and the types of assets 
held, which is most important in de- 
ciding not only the size of the new 
business budget, but the kind of ad- 
vertising which will reach the desired 
group of people. The types of trust 
service to push can be known, and the 
names of the estate lawyers who are a 
potential source of cooperation. The 
speaker illustrated these points with 
figures quoted from a number of county 
surveys made by his firm. 


Accurate information of this kind 
can be helpful in winning the support 
of management for an adequate trust 
development program, Mr. Hudson ad- 
vised, and along with the profit future 
of the trust department itself, the col- 
lateral advantages, such as holding and 
developing commercial business. may 
be presented. 


Advertising. the speaker said. re- 
quires determination of proper media 
for reaching the selected market most 
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effectively and at the lowest possible 
cost. A good list should be built, and 
the program should embrace the attor- 
ney, life underwriter and accountant 
groups. When the service to be sold has 
been determined, and the particular ad- 
vantages to be advertised have been 
analyzed, a basic advertising theme 
should be created and followed with 
continuity and frequency, for the re- 
petitive element is important. Directors 
and officers should be informed of the 
details of the program, and should be 
given methods—and tangible reasons— 
for their cooperation. 


Mr. Hudson distinguished between 
the pre-sales job of advertising and the 
actual selling to be done by the solici- 
tor who analyzes the individual prob- 
lem, adapts the trust services to fit it, 
and closes the business. Estate planning 
he considered especially valuable be- 
cause it offers the prospect a stimulus 
which is persistent and irritating enough 
to make him want to do something 
about it. 


Getting Readership 
The chief adversary in trust new 
business development is not the com- 
petitor but “boredom,” Merrill Ander- 
son, president of Merrill Anderson Co., 
Inc., New York, told the trustmen. That 











Fiduciary Service in 
Western 
Massachusetts 


This Bank, through over 
sixty-five years of experience, 
is well qualified to act in all 
matters of trust administra- 
tion and invites correspon- 
dence from other banks and 
bankers. 


Springfield Safe Deposit 
and 
Trust Company 
SPRINGFIELD, MASSACHUSETTS 


Branches in East Longmeadow 
and Monson, Mass. 


Member Federal Deposit 
Insurance Corporation 
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is why trust advertising must have head- 
lines that arouse emotions or stir curi- 
osity, illustrations that contain action, 
and layout that does not clutter with 
too much material. 


People are most interested in them- 
selves and in other people, and good 
testimonials, especially local ones, are 
valuable. Besides holding interest, how- 
ever, the advertisement must make the 
reader aware of a need which the trust 
department can meet, and which he 
can afford, the speaker said. Discussions 
of tax saving ought not to be overdone, 
since the laws may change again to 
create a different tax situation. Fur- 
thermore, care should be taken not to 
lay much stress on tax saving in ad- 
vertising directed to owners of moder- 
ate sized estates. 


Advertising should tell people what 
you want them to do, and make it as 
easy as possible to do it and should 
be so accurate as to be based “not 
only on the truth, but also on the 
proof.” It is best to write first with 
freedom and naturalness to get the 
idea across, and then to edit for ac- 
curacy, and to remember that most 
people grasp similes and examples more 
easily than principles and generalities, 





at 
your 
service 


. . our 70 years’ experience in 
every phase of estate settlement 
and trust administration. We are 
pleased to give you and your cus- 
tomers the benefits of the collective 
knowledge and experience of our 
specialists in estate settlement and 
trust administration in Delaware. 


EQUITABLE SECURITY 


TRUST COMPANY 
Main Office: 901 Market St., Wilmington, Del. 





Delaware’s first commercial bank 1795 
Delaware’s first trust company 1885 
MEMBER F, D. I. C. 





(left) being 


Speaker Merrill Anderson 

greeted by Belden L. Daniels, Secretary of 

the Pennsylvania Bankers Association, at 
the PBA Trust School. 


especially if there is 
words and style. 


simplicity of 


Direct mail is the number one trust 
medium, the speaker advised, with 
newspaper ads to fill in the gaps. Even 
statement enclosures, such as one ad- 
vertising a booklet, can be very effec- 
tive, however. Regardless of the choice 
of medium, it is best to build up your 
friendships before you need them, and 
this is particularly true in maintaining 
good relations with the bar. 


Selling Trust Services 


A recent survey by Teachers College, 
Columbia University (T.&E., 4/55, p. 
282), which showed that nearly half of 
45,000 professional men and women 
respondents had no wills, was cited by 
L. Morley Alexander, vice president in 
Birmingham, Ala., for The Purse Com- 
pany of Chattanooga, Tenn., who then 
offered a seven point promotion check 
list to make sure that such a condition 
should not be allowed to remain. The 
seven points a trust department should 
be sure it is covering are: 1) Analyze 
the market; 2) Be sure you reach 
people of influence in the community; 
3) Sharpen sales presentations to meet 


individual conditions; 4) Watch the 
quality of your advertising, and see 
that there is a follow-up; 5) Work out 
sales quotas, not only for trust officers, 
but other bank officials; 6) Maintain a 
retention selling program; 7) Keep the 
quality of service equal to or better 
than your competitor’s. 


Sales were divided by the speaker 
into three types. There are “service 
sales” in which the customer comes in 
of his own accord, knows what he 
wants, and the bank merely provides 
the service requested; “negotiated sales” 
in which the customer knows what he 
wants, but some details require adjust- 
ment before the sale can be completed 
to the mutual satisfaction of bank and 
customer; and “creative sales” in which 
the trust development man _ literally 
creates in the prospect’s mind the idea 
that trust department services are re- 
lated to his (the prospect’s) situation. 


Commenting on the importance of 
maintaining goodwill, the speaker told 
of a bank which consistently sends to 
local lawyers reprints of all its ads 
that favor attorneys. A covering letter 
calls the lawyer’s attention to the ad, 
which he may not have seen, and to the 
bank’s policy of cooperating with at- 
torneys. As a result of this program, 
the trust department received wills last 
year naming the bank which were drawn 
by 100 different attorneys. 


The procrastinating prospect can 
sometimes be moved, Mr. Alexander 
said, by taking each reason he gives 
for delay and showing that it is in 
reality a cause for taking action. There 
are sometimes “hidden objections,” he 
pointed out, such as a feeling of anger 
over a notice he may have received 
about an overdraft. This kind of resist: 
ance can be discovered only by ques: 
tioning the prospect, encouraging him 
to talk, and then frankly discussing the 
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situation that is revealed as the cause 
of his attitude. 


Retention of Trust Business 


Personal trust departments in Penn- 
sylvania are looking after nearly $10 
billion of trust assets, with an annual 
growth that is phenominal, Norman E. 
Walz, trust officer of Provident Trust 
Co., Philadelphia, told the closing ses- 
sion of the School. 


There is no gadget that can solve the 
problem of retention of trust business— 
nothing but hard work will do it—and 
experience indicates that competition 
can do more harm to the will appoint- 
ment backlog than to the active ac- 
counts. This occurs when there is no 
day-to-day contact with the living testa- 
tors. 


The most effective way of keeping a 
will appointment on the books, the 
speaker advised, is to try to sell the 
testator another service of the bank 
which will result in regular contacts 
with him. Other methods are to intro- 
duce him to additional people at the 
bank, particularly the “top brass,” to 
make periodic personal calls on the 
more important cases, and to send in- 
dividually typed and signed letters. 
Some sort of inventory of will appoint- 
ments is essential to the successful op- 
eration of this program, and it must 
be remembered in selecting the import- 
ant cases that age counts as _ heavily 
as the amount of assets. It is more im- 
portant to call on a man of 90 with a 
$100,000 estate than a 45-year-old testa- 
tor with an estate of $200,000. Also in 
Pennsylvania the commission _ status 
should be considered, and _ profitability 
items. All testators who have named 
the bank, do not have regular contacts. 
and cannot be personally visited, should 
receive at least two letters a year—but 
it is wise to have an excuse for writing. 
as for example, a well gotten up mail- 


Complete banking 





Speakers at PBA Trust School, (1. to r.) Earl 
R. Hudson, L. Morley Alexander, Richard 
H. Starr, and Norman E. Walz. 


ing piece, or a change in the State or 
Federal law. These letters at Provident 
generate “a minor deluge of personal 
visits, telephone calls and letters from 
customers.” At the least they demon- 
strate that the testator has no present 
thought of changing executors, and fre- 
quently they stimulate collateral busi- 
ness. 


Turning now to the active trust ac- 
counts, the problem is to see that new 
business overbalances distributions of 
principal, Mr. Walz observed, and list- 
ed five ways in which to obtain this 
result: 


1. The account officer is the real 
key. Most distributions are scheduled 
considerably in advance, giving him 
time to interest the distributee in leav- 
ing his money with the bank. The new 
business man can be brought into the 
picture if desirable, modest sized dis- 
tributions can be put in the common 
trust fund (if there is one, and the 
customer wants his own trust). and if 
no trust business eventuates, the pos- 
sibility of a deposit account should not 


be overlooked. 


2. Introduce the customer to other 


officers of the bank. 


3. Try to get the customer to use 
another of your services. 


4. Watch out for those accounts 








and trust services 


FIDELITY TRUST COMPANY 
Pittsburgh, Pennsylvania 


Member Federal Deposit Insurance Cerporation 
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where all is quiet and the account off- 
cer doesn’t see the customer from one 
years end to another. “If a competitor 
stumbles on one, you are licked.” Also 
watch institutional accounts. Where you 
deal with a committee, the chances of 
losing the account are in ratio to the 
number of committee members. Try to 
call on the key men now and then. 


5. Survey your most important ac- 
counts to see if you have regular per- 
sonal or letter contacts with the key 
parties. If the contact is infrequent, im- 
prove it. 

The job of keeping trust business on 
the books is simply the process of 
improving customer relations, Mr. Walz 
said in summarizing. There may be 
other important things to do, but the 
few points raised here “all work,” and 
in the next ten years the successful 
banks will be those which pay closest 
attention to customer relations now. 


A A A 


e Five historical papers, including a 
1781 Georgia governor’s Thanksgiving 
proclamation and letters from Georgia 
members of the Continental Congress, 
have been purchased by the Trust Com- 
pany of Georgia, Atlanta, and presented 
to Emory University for safekeeping. 


PROPERTY 
IN CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 
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FINAL ROUND-UP OF 1955 
LEGISLATION* 


ALABAMA 


Acts 298 & 539: Makes county water 
conservation and irrigation corporation 
and county hospital board bonds legal for 
fiduciaries. 


Act 541: Deems person in any branch 
of U. S. Government service (including 
military) and spouse, who dies in Ala- 
bama, to be resident there for probate 
purposes. 


S.B. 253: Exempts deposit of trust 
funds in own banking department from 


*Supplementing reports in earlier issues beginning 
with April. 


requirement of security to extent of 
FDIC insurance. 


S.B. 733: Provides that, where insur- 
ance is payable to estate or personal 
representatives, and insured dies in- 
testate or without specifically bequeath- 
ing proceeds, moneys shall be paid to per- 
sonal representative and insurer shall 
be discharged from further liability. 


FLORIDA 
S.B. 250: Authorizes trustees to main- 
tain insurance protection on personal 
as well as real property. 
ILLINOIS 


H.B. 69: Abolishes doctrine of worth- 
ier title and common law rule that 
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OPENING OF THE MISSION INN 


AT RIVERSIDE 


In 1903 Frank A. Miller built the 
palatial Spanish style Mission Inn on 
the site of the old Glenwood Hotel in 
Riverside—where it has been a tourist 
attraction ever since. One of the open- 
ing ceremonies was the replanting there 
by President Theodore Roosevelt of one 
of the two original parent trees that 
gave birth to the great California navel 
orange growing industry. 


That was the year when this Bank 


established its Trust Service. In the more 
than half a century since, Southern 
Californians have come to think first of 
Security-First for all their Trust needs. 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 


OF LOS ANGELES 





Head Office: Sixth & Spring Sts. 
Telephone MUtual 0211 


grantor cannot create limitation in favor 
of own heirs. (Applicable prospectively), 


S.B. 315: Validates joint tenancies in 
shares of stock, bonds or other evidences 
of indebtedness or interest in any cor. 
poration, association or other entity. 


S.B. 565: Provides for payment of sav. 
ings and loan accounts where no per. 
sonal representative or conservator has 
been appointed; also permits opening of 
such accounts in name of trustee. 


MASSACHUSETTS 


Ch. 674: Amends G.L. 231, #59, permit. 
ting immediate judgment on contract 
where there is no genuine issue of facts, 
to make it inapplicable to actions against 
executor or administrator for liability of 
decedent. 


Ch. 683: Permits use of certified mail 
rather than registered mail in sending 
probate notices or any article having no 
intrinsic value. 


MICHIGAN 
Act 232: Provides that six-year statute 
of limitations in inheritance tax cases 
shall run from date of final determina- 
tion of such tax rather than from date 
of death. 


NEW HAMPSHIRE 


Ch. 319: Provides that bank deposit in 
name of A in trust for B may be paid 
to B on A’s death. (Retroactive applica- 
tion.) 


PENNSYLVANIA 

H.B. 1721: Permits merging banks 
acting as fiduciaries to give notice by 
publication in one newspaper once week- 
ly for three weeks, rather than written 
notice, to all persons interested in fidu- 
ciary funds, who hereafter will have a 
reasonable time, rather than 30 days, 
in which to petition for substitute fidv- 
ciary. 


WISCONSIN 


Ch. 279: Makes bonds to finance harbor 
improvements legal for fiduciaries. 

Ch. 292: Raises limit of $500 to $1,000 
for payment of legacy or distributive 
share to minor without appointment of 
guardian. 


Ch. 550: Provides for deposit in state 
school fund of legacy or distributive 
share which cannot be paid to perso 
who is entitled thereto or who may not 
have opportunity to obtain same. 


A A A 


BANK OFFICERS WIN St. Louis AWARD 


Two St. Louis bankers shared the 
city’s highest honor last month when they 
were awarded jointly the 1955 St. Louis 
Award for outstanding service to the 
community. The recipients were Sidney 
Maestre, chairman of the board at Met- 
cantile Trust Co., and David R. Calhoun, 
Jr., president, St. Louis Union Trust ©. 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“Everyone has 20/20 hindsight” re- 
marks a recent ad of United States Trust 
Co., New York, which continues, “Any 
investor can tell you what he should 
have done last year. But to know what 
is going on today and to take intelli- 
gent, informed action—that calls for 
a large, inquisitive organization, bring- 
ing every pertinent fact to bear on the 
problem. More important, those facts 
must be evaluated . . . judgment must 
take over.” 


“How to Save Money for Your Cli- 
ents” is explained in a current ad which 
informs the reader about the Collective 
Retirement Plan in operation at First 
National Bank, Atlanta. The ad assures 
the reader that the service is applicable 
whether he has one employee or 1,000, 
and for both pensions and pro/fit-shar- 
ing. 


“Joining hands to serve you better” 
are the attorney, life underwriter, ac- 
countant and trust officer whose co- 
operative endeavor is described in an 
ad from Fort Worth National Bank. 
The ad explains that these men hold 
“the welfare of your family as their 
first concern” and tells about the make- 
up and function of the Fort Worth 
Business and Estate Council. 


“Would your company benefit by a 
corporate merger?” inquires an ad of 
Marine Midland Trust Co., New York. 
which points out that Business Week 
reported corporate mergers to have 
tripled in business and industry in the 
last four years. The ad lists a number 
of reasons for mergers and suggests that 
“in the development of any such ob- 
jective on your part. the experience and 
broad business contacts of your com- 
mercial bank may be of value . . . In 
this kind of planning. see vour bank 
first. Your confidence will be respected 
and your trust in your bank’s business 
knowledge can repay you” 


“What’s the market doing?” inquires 
an ad of Tradesmens Rank & Trust Co.., 
Philadelphia. The question is answered 
as follows in the text. “That’s hard to 
say—especially when your profession is 
law and all your working hours are de- 
voted to urgent legal matters. The next 
time clients ask for advice. information 
or opinion about investments, why not 


Suggest that they get in touch with 
Tradesmens . . .” 


‘ 3° . 
“Extra hours can be yours” with a 
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custodian account which will “free you 
of investment detail, supply complete 
records for tax purposes,” Chemical 
Corn Exchange Bank, New York, ad- 
vises in a current ad. The text ads the 
answer to the question in many a cus- 
tomer’s mind—“You retain control of 
your investment program.” 

“A fresh look at your investments” 
titles a cartoon ad of First National 
Bank, Chicago, which pictures three 
typical occasions for taking this “fresh 
look” —- when business appears to be 
going through the roof, when retire- 
ment age approaches, and when family 
expenses go up. The one short para- 
graph of text suggests that “an impar- 
tial analysis of your securities now may 


“pS 







When Business Appears to be Going Through the “roof” 
..- and so much of your income goes for taxes that some 
family trusts or different investment diversification may be 
worth consideration. 





... and you realise your investment problem will change 
drastically after you are no longer on full salary. 


ad of First National Bank, 
Chicago. 


Illustration in 


open your eyes to the advisability of 
some change in your present investment 
program in relation to your special sit- 
uation,” and explains the advantages of 
an investment advisory account. 


“3 thoughts for businessmen” from 
the trust department of National Bank 
of Commerce, Norfolk, turn out to be a 
discussion about the financial aspects of 
the reader’s estate, a discussion of his 
investment problems, and a plan for a 
partner buy-and-sell agreement or a 
stock purchase arrangement for closely 
held business shares. The telephone 
number for an appointment is included. 

“Will taxes on your estate be paid 
twice?” inquires an ad from Security 
Trust Co., Rochester, N. Y., which pic- 


tures twin envelopes addressed to the 


A fresh look 


is suggested— 





Collector of Internal Revenue. The text 
describes how John Smith left every- 
thing to his wife, and she to their son, 
and how the unnecessary taxes paid 
would have been enough to send the 
son to college or start him in business. 


Letters 


The stationery of the trust department 
of Deposit Guaranty Bank & Trust Co., 
Jackson, Miss., carries at the bottom of 
the page the slogan, “When you need 
a will it is too late to make one.” 


Outdoor Advertising 


Among the ten cut-out painted dis- 
plays in the new outdoor advertising 
program of Continental Illinois National 
Bank & Trust Co., Chicago, are two 
trust advertisements. One reads, “Always 
on the job as your executor and trus- 
tee,” and is. decora- 
ted with the picture 
of an_ attractive 
feminine beneficiary. 


Ww) 4 >w at your The other shows a 
EES xs Lameaheeente mother playing with 


her baby and reads, 
‘*Five generations 
served by our trust 
department.” (See 
cut below.) 

A picture of the 
bank building, 
which appears in all 


the ads, maintains 
continuity. 
The ads are 


placed at strategic 
locations where 
there is an estima- 
ted daily traffic av- 
eraging 70,000 and 
the program is worked out on a rotary 
basis over a three year period. 


When Family Expenses Go Up 
...and you need to increase the return from your secur- 
ities, if you can do so with safety. 


Advertising Comment 


The new research techniques designed 
to study human behavior have given 
the creative end of the advertising 


business a “severe case of anxiety neu- 
rosis” according to Leo Burnett, head 
of a $55 million a year agency. Report- 
ed in a recent Joseph Kaselow column 


in the New York Herald Tribune, Mr. 





Outdoor ad of Continental Illinois National 
Bank & Trust Co., Chicago. 
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Burnett stated that while much of re- 
search is valuable, it has’ tended to 
create an atmosphere of tenseness. Cre- 
ative ability tends to become frustrated 
with statistics, reports, tightly chiseled 
copy platforms, and conferences. The 
only creative conference worthwhile, in 
Burnett’s opinion, is one in which 
“everybody in the room starts from the 
same base of fact, a consuming appetite 
for ideas, no matter how wild they 
may at first appear, and a humble re- 
spect for them.” 


Forums 


A two session forum for both men 
and women was held this autumn by 
First National Bank, Jackson, Miss. The 
first session on October 27 was devoted 
to “Investing Today” with Joseph C. 
Bickford, assistant vice president, Bank- 
ers Trust Co., New York, as the speaker. 
At the second session, November 1, 
Bart A. Brown, vice president, Citizens 
Fidelity Bank & Trust Co., Louisville, 
and lecturer at the School of Law, Uni- 
versity of Louisville, spoke on “Wills, 
Trusts and Estate Planning.” 


An attendance of 350 greeted the 
“Banking Forum for Young Men in 
Business” recently sponsored by First 
National Bank & Trust Co., Tulsa. Off- 
cers of the bank were the speakers, and 
presented the following topics: There is 
no mystery about banking; A planned 


investment program; A banker views 


Tulsa’s future; Borrowing money—how 

.. when... why; and What is a trust 
department and how can it serve you. 
One young business man remarked that 





he was surprised to see First National 
go to such lengths to help out its cus- 
tomers in financial matters, but it was 
explained that the meetings were not 
for customers only and nobody was 
asked to change his account to the First. 
The program was planned to clear up 
public misconceptions about banking 
generally. At the first meeting’s discus- 
sion period some wag asked, “When 
do we eat?” No refreshments had been 
arranged, but at the second session this 
was corrected. Coffee and sandwiches 
were served. The bank is planning a 
series of meetings designed to reach 
various groups in the community. 


Booklets 


A new series of booklets with brief 
follow-up leaflets is currently in use at 
The Hanover Bank, New York. “Invest- 
ment Supervision and Custody of Se- 
curities” has a follow-up entitled “Be- 
fore You Make an Investment Move’; 
“Traffic Management for Property” is 
followed by “Outmoded Conveyances” : 
and “Have you asked your executor . ?” 
precedes the leaflet, “Is Your Executor 
Equipped for the Task?” These book- 
lets and follow-up leaflets are sent to 
the same list, but at intervals of a month 
or more; they are attractively designed 
and illustrated, and each carries a brief, 
well-worded message on one subject. 


The same institution has also pre- 
pared a timely 16-page booklet on “Sav- 
ings Plans for Corporations,” explain- 
ing what a savings plan is, how the 
money is obtained and managed, and 


Several thousand dollars’ worth of chessmen adorn a window display of Chartered Trust 
Co., Toronto, with the theme, “Your Executor Must Know the Proper Moves to Make.” 
The seven sets include one five centuries old by a Flemish craftsman which depicts scenes 
from the Inquisition, and naother, carved in ivory by orientals and one in the art collec- 
tion of Joachim von Ribbentrop. There is a set from 4,000 year old Volterra in northern 
Italy, one carved in jade from Indonesia, and one Canadian set carved by Gaetan Beaudin 
of Quebec. One set has only half its men because the other half were stolen by burglars 


in 1953. 


Among those who inspired this display is Bernard Freedman, past president of the 
Chess Federation of Canada, who is attempting to create a $6,000 trust fund to promote 


the growth of chess in Canada. 
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Illustration from follow-up of Traffic Man. 
agement for Property booklet, The Hanover 
Bank, New York. 


what the tax advantages are. It gives a 
brief analysis of the plans of six differ. 
ent corporations, and was mailed to fi 
nancial executives and attorneys. 


“The average man’s will,” states the 
current issue of Montreal Trust Co.'s 
bimonthly booklet, Forethought, “being 
a reflection of good judgment and cre- 
ated out of his concern for his family’s 
future, is seldom newsworthy. Its pur- 
pose is to make his estate useful and 
productive to those he loves.” The issue 
contains an excellent discussion of 
granting discretion to an_ executor, 
likening the rules which regulate the 
executors actions to a_ surrounding 
wall, and the various discretions per- 
mitted by the will to particular exits 
in that wall. Both are for the protection 
of the estate and the beneficiaries. 


“What our Trust Department Can Do 
for You” is described in a 16-page book- 
let by Texas National Bank, Houston. 
Explaining in the Foreword that the 
services of a trust department have long 
been a mystery, the booklet discusses 
administrators and executors, gual- 
dians, trustees, agencies, in that order. 
There follows a section on “How a 
Trust Department Invests Your Funds,” 
and brief treatments of costs and estate 
planning. The “Final Thought” suggests 
qualities to look for when visiting the 
bank to consider its trust services. 


A most friendly and attractive “get- 
acquainted-with-our folks” brochure has 
been issued by the trust department of 
American Trust Co., Charlotte, N. C. 
It introduces the reader to the entire 
personnel, giving pictures of them both 
at work and at play, and showing who 
works with whom in what department. 
A vivid presentation of the human ele- 
ment in corporate trusteeship. 


The Trust department, “with its own 


private entrance direct from Las Olas 


Blvd.,” is pictured in a brochure describ- 


ing the modern facilities of First Na- 


tional Bank, Fort Lauderdale, Fla. 
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ESTATE TAX 


Trust corpus includible in grantor’s 
estate where income is distributable to 
him in discretion of trustee. Decedent 
transferred property in trust. Trust in- 


strument provided that he was to re- 


ceive income of $100 every month for 
life and further that trustee upon con- 


| sultation with third party could at his 


discretion pay grantor larger sum. Tax- 
payer contended that only that portion 
of trust corpus corresponding to $100 
income per month is includible in gross 
estate. Commissioner included entire 
corpus in estate on theory that decedent 
retained “the right te the income” with- 
in purview of Section 811(c)(1)(B) of 
1939 Code (Section 2036 of 1954 Code.) 


HELD: For Commissioner. Decedent 
retained right to trust income which 
was to be distributed to him in discre- 
tion of trustee. Under state law, cred- 
itors could have reached full amount of 
trust income. Decedent thus could have 
obtained through his creditors full en- 
joyment and economic benefit of entire 
trust income. Est. of Uhl v. Comm., 25 
TC. Ne. 5, Oct: 17... 1955. 


Inter vivos transfer constitutes bona 
fide sale where transferee promised to 
manage securities and pay income to 
transferor for life. Decedent transferred 
certain stocks, bonds, mortgages and 
cash of $50,000 to each of her two 
daughters in consideration for each 
agreeing to manage securities and pay 
all dividends, interest and income there- 
from to decedent for life. Each further 
agreed that if securities did not pro- 
duce income of $1,500 yearly, she would 
make up the difference. Property at time 
of transfer was yielding slightly more 
than $3,000 per year but at all times 
subsequent thereto yielded considerably 
in excess of such amount. In gift tax 
return filed at time, decedent set forth 
contracts with her daughters and stated 
She had made transfers because she 
had suffered heavy losses and wished for 
security, and she wanted to be relieved 
of responsibility of management. After 
transfer, decedent lived with two daugh- 
ters, spending one-half of every year 
with each. Deficiency in tax was assessed 
based upon inclusion of above property 
in decedent’s estate. 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


HELD: For taxpayer. Transfer was 
bona fide sale for adequate and full 
consideration in money or money’s 
worth and, therefore, is not to be in- 
cluded in decedent’s estate. Est. of Smith 
v. United States, D.C.N.D. IIl., Oct. 18, 
1955. 


Insurance policy pledged as collateral 
qualifies for marital deduction. Dece- 
dent’s spouse was primary beneficiary 
of life insurance policy in amount of 
$10,000. This policy together with other 
life insurance policies of decedent had 
been pledged as collateral security for 
a loan of $20,000. After decedent’s death, 
estate paid indebtedness and wife re- 
ceived proceeds of policy. Commissioner 
disallowed $10,000 of marital deduction 
contending that assignment and pledge 
of policy constituted an “incumbrance” 
which must be taken into account in 
determining amount of marital deduc- 
tion. 


HELD: For taxpayer. In fixing value 
of property interest passing to surviv- 
ing spouse statute provides that incum- 
brances are to be taken into account 
“in same manner as if amount of gift 
to such spouse of such interest were 
being determined.” Here administrator 
was legally obligated to pay all dece- 
dent’s debts, including debt in question, 
and estate being solvent, spouse would 
of necessity receive full payment under 
policy. Thus, proceeds fully qualify for 
marital deduction. Est. of Gwinn, 25 T.C. 
No. 7, Oct. 18, 1955. 


INCOME TAX 


Beneficiary of two separate trusts 
cannot offset loss from one against in- 
come of other. Taxpayer was income 
beneficiary of two separate testamen- 
tary trusts established by her father. 
Same trustees were named for each 
trust. One trust reported net loss as 
“distributable” to beneficiary whereas 
other showed distributable income. 
Amended fiduciary return was_ subse- 
quently filed in which trusts were con- 
solidated with result that net income 
as ultimately shown reflected net loss 
sustained on operation of unprofitable 
trust. Beneficiary, relying on Section 
29.142-3 of Regulations 111, which al- 
lows trustee in instant case to file single 


consolidated return for both trusts, con- 
tended that losses on one trust can be 
used to offset her distributable income 
from another. 

HELD: For Commissioner. Regula- 
tion only deals with tax consequences 
of fiduciary and not tax consequences of 
such consolidated fiduciary return to 
beneficiary. There being no like provi- 
sion for beneficiary, he cannot offset 
loss from one against income from an- 
other. Smith v. Comm., 25 T.C. No. 22, 
Oct. 27, 1955. 


Beneficiary of insurance policies sub- 
ject to transferee liability. Taxpayer was 
beneficiary of proceeds of life insurance 
policies in which her deceased husband 
had reserved the right to change bene- 
ficiary and right to obtain cash sur- 
render value. Decedent’s estate was ad- 
judged bankrupt and Government filed 
claims against estate for prior years’ 
tax deficiencies. Suit was then instituted 
against taxpayer as transferee of pro- 
ceeds of policies. 

HELD: For Government. Notwith- 
standing decisions to contrary in other 
circuits, Court held that Government’s 
rights are to be determined under Fed- 
eral law and not local state law. In ab- 
sence of clearly expressed intention by 
Congress to make state law controlling, 
Federal law holding taxpayer liable as 
a transferee will be applied. United 
States v. Bess, D.C.N.J., Sept. 7, 1955. 


GIFT TAX 


Valuation of remainder interest of 
trust covered by Commissioner’s Regu- 
lations. Taxpayer transferred certain 
funds and securities valued at $100,392 
in trust. He was to receive $400 a month 
for life and upon his death remainder 
was to be distributed to certain named 
beneficiaries. Trustee had right to in- 
vade corpus to meet $400 monthly obli- 
gation. Commissioner, pursuant to Sec- 
tion 86.19(f) of Regulations 108, com- 
puted value of taxpayer’s interest as 
$58,082 and balance of trust fund, or 
$42,310, as value of gift. Taxpayer con- 
tended that inasmuch as trust instru- 
ment allowed invasion of corpus Com- 
missioner’s Regulations were inapplic- 
able and value of remainder interest 
should be computed by deducting from 
total trust corpus cost of an annuity 
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providing like benefits at date of trans- 
fer. 


HELD: For Commissioner. Trust in 
issue was found to be specifically cov- 
ered by Regulations. Fact that payment 
might or might not cause invasion of 
corpus was immaterial. Value of gift 
must be determined as of date of trans- 
fer. Present value was actuarially deter- 
minable and balance represented value 
of gift. Slight errors, should they exist 
in mortality tables and interest rates, 
do not make their use improper. Bowden 
v. Comm., T.C. Memo No. 52327, Oct. 25, 
1955. 


REVENUE RULINGS 


Estate Tax: Administration expenses 
elected as income tax deductions not to 
be subtracted from gross estate to de- 
termine adjusted gross estate. Decedent 
bequeathed 50% of value of his adjusted 
gross estate as finally determined for 
estate tax purposes, less such other 
property as qualified for marital deduc- 
tion, in trust to pay income to wife for 
life. He also conferred upon her general 
testamentary power of appointment over 
entire corpus. All taxes were to be paid 
out of residuary estate. Executors elect- 
ed, pursuant to Section 642(g) of 1954 
Code, to claim administration expenses 
as deductions for income tax purposes. 


Service rules that under circumstances 
here, value of adjusted gross estate is 








“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for ‘“‘Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 


Trust Company 
Wilmington, Delawcre 


Capital Funds ... $ 26,115,604 
Total Assets ... . $256,103,787 


determined by subtracting from gross 
estate only deductions authorized by Sec- 
tion 2503 of 1954 Code which are actu- 
ally allowed for estate tax purposes. 


Thus, in wills containing “formula” 
clause or other testamentary provision 
giving widow at least one-half of ad- 
justed gross estate and which have no 
direction concerning handling of admin- 
istration expenses for tax purposes, ex- 
ecutor has power to increase or decrease 
marital deduction depending upon elec- 
tion of administration expenses as estate 
or income tax deduction. This will have 
effect on amount of tax and relative 
shares of wife and other beneficiaries. 
Rev. Rul. 55-643, I.R.B. 1955-43, p. 18. 


Estate Tax: Application of documen- 
tary stamp tax to transfers of shares 
of stock from testator to trusts and re- 
mainderman. Decedent left his estate, 
including shares of stock, to his wife 
for life with right of invasion of corpus 
if necessary for her comfort and sup- 
port. Residue of estate was to go to his 
son and daughter. Executor did not phys- 
ically transfer shares of stock to life 
tenant but held stock in name of dece- 
dent and upon her death transferred 
them to children. Section 1802(b) of 
1939 Code (Section 4321 of 1954 Code) 
provides that documentary stamp tax, 
with certain exemptions, is applicable 
to all sales or transfers of legal title to 
any shares or certificates of capital 
stock. Section 1802(c) of 1939 Code 
(Section 4343(a)(1) of 1954 Code) ex- 
empts from documentary stamp tax de- 
livery or transfer from decedent to his 
executor or administrator. 


Service rules that title to shares 


passes upon death of testator to either 
his personal representative or to his 


trustee, depending upon state law. Where 
state law provides that title to personal 


property of testator passes to his perf 


sonal representative, such transfer js 
specifically exempt under Section 1802 
(c) of 1939 Code. Therefore, the passage 
of title from decedent or from personal 
representative, depending upon state 
law, to trustee is the event subject to 
tax. Subsequent transfer by trustee to 
children is also subject to tax. Rev. Rul, 
55-687, I.R.B. 1955-46, p. 23. 


Estate Tax: Proceeds of National 
Service Life Insurance and other types 
of service life insurance policies includ. 
ible in gross estate. Under Section 2042 
of 1954 Code proceeds of life insurance 
policies issued under World War Veter. 
ans’ Act of 1924, National Service Life 
Insurance Act of 1940, and Servicemen’s 
Indemnity Act of 1951 are includible in 
decedent’s gross estate for federal es. 
tate tax purposes. Rev. Rul. 55-662, I.R.B. 
1955-42, p. 10. 


Income Tax: Income tax bonds exe. 
cuted under 1939 Code deferring gain 
from installment obligations transmitted 
at death remain in force until satisfied. 
Pursuant to Section 44(d) of 1939 Code 
gain resulting from installment obliga- 
tions transmitted at death could be de- 
ferred by filing bond with Commissioner. 
Such requirement has been eliminated 
in 1954 Code. 


Service holds that since there is no 
retroactive application of 1954 Code sec- 
tions affecting bonds, no authority ex- 
ists for their release. However, requests 
may be made for approval of decreases 
in amount of bond as corresponding tax 
liabilities are decreased thereunder. Rev. 
Rul. 55-627, I.R.B. 1955-42, p. 17. 
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WHERE THERE'S A WILL 


MARGARET MAYER, former wife of mo- 
tion picture executive Louis B. Mayer, 
left an estate valued in excess of $3,000,. 
000, of which $165,500 was bequeathed 
to 43 charities, friends, relatives and 
servants. Mrs. Mayer provided that this 
total (including state inheritance taxes 
and the Federal estate tax allocable to 
these legacies) should not exceed 15% of 
the net distributable probate estate as 
appraised by the executors and approved 
by the court at the time of distribution. 
Any excess was to abate proportionately. 
Trusts of $100,000 each are set up for 
four grandchildren, except that if a 
named one accepts the bequest of an 18- 
carat diamond ring and it is appraised 
for tax purposes at $100,000 or more, 
the ring shall be taken in lieu of 
the trust. If the ring is valued at 
less, the granddaughter will receive 
the difference in cash. The income of the 
trusts is to be accumulated until the re- 
spective beneficiaries reach 21 (in the 
case of granddaughters) and 25 (grand- 
sons). Thereafter, net income will be 
paid to them until the trust terminates. 
Principal and accumulated income will be 
distributed one-third at age 35, one-half 
of the remainder at 40, and the rest at 45. 


The residue of the estate is placed in 
equal trusts for the testatrix’s two daugh- 
ters, who will receive the income for life 
and such part, up to the whole, of the 
principal as the trustees (other than the 
affected beneficiary) find to be necessary 
(taking into consideration any other 
available income known to the trustees) 
for their maintenance and support or the 
support and education of any dependent 
descendant. Upon a daughter’s death, her 
trust fund will be held in further trust 
for her living children, the share of any 
deceased child to be paid outright to his 
issue. Principal distributions will be made 
at the abovementioned ages, or retroac- 
tively if the grandchildren have already 
attained those ages. California Trust Co. 
of Los Angeles (since merged into Cali- 
fornia Bank) and Mrs. Mayer’s daugh- 
ters were named executors and trustees, 
but as one of them resides in New York 
she is disqualified as a co-executor. 


WILLIAM WoopWARD, JR., owner of the 
famed thoroughbred Nashua and of the 
Belair Stud, leading money-winning 
stable in 1955, left his wife that portion 
of his estimated $10,000,000 estate as 
would preclude her right to elect to take 
against the will under New York law, 
namely, a cash bequest of $2,500 and the 
life income from a trust of one-third of 
his estate. Trusts of similar amount are 
also set up for his two young sons, who 
will receive the principal of their 
mother’s trust upon her death (outright 
if they are 21), and of their own funds 
10% at age 25 and a like fraction at 
35. The remaining principal at their 


1092 


death goes to their heirs. Named ex- 
ecutors and trustees are the late elder 
Woodward’s confidential secretary and 
The Hanover Bank of New York. 


The will was executed seven years ago, 
before the testator inherited the racing 
interests from his father, so that no 
specific disposition is made of these valu- 
able assets. The public press has com- 
mented widely on the fact that Mr. Wood- 
ward failed to take advantage of the 
marital deduction for Federal and New 
York estate taxes (except for the nominal 
cash bequest) in not giving his wife a 
power to appoint her trust fund. Over- 
looked, however, is the factor that Mrs. 
Woodward is believed to have acquired 
a substantial estate from her husband 
during his lifetime which would have 
incurred heavier taxes at her death by 
the inclusion of marital deduction proper- 
ty in her gross estate, thereby reducing 
the tax saving at this time. 


MYRON K. BLACKMER, former vice presi- 
dent of Midwest Refining Co. and a lead- 
ing figure in the oil industry, named one 
trust company as trustee and another as 
executor together with his wife. In desig- 
nating The New York Trust Co. as trus- 
tee, Mr. Blackmer observed that it had 
long been custodian of most of the securi- 
ties in his very substantial estate and 
“T have the utmost confidence in it.” 
Authorizing the executors — The Inter- 
national Trust Co. of Denver and Mrs. 
Blackmer — to appoint and compensate 
a New York or Denver bank as deposi- 
tary for safekeeping and collection of 
income, the testator further remarked 
that the securities held by The New York 
Trust Co. should remain in its custody 
pending the closing of the estate rather 
than be physically transferred to the 
executors except as required for the pay- 
ment of taxes, debts and bequests. 


The will bequeathes to Mrs. Blackmer 
all “personal effects (not including 
moneys, notes, securities and choses in- 
action), automobiles and house furnish- 
ings.” She receives in addition thereto 
one-half of “my estate” and all proceeds 
of insurance on the decedent’s life. Ex- 
cept for three legacies totalling $22,500, 
the rest of the estate is left in three 
equal trusts for his three children. The 
income will be payable to each of them 
for life and thereafter as they shall 
appoint by will among their descendants 
and spouse, otherwise, one-half the in- 
come will go to such spouse and the other 
half to the child’s descendants. 

The respective trusts will terminate 
on the earlier of two events: (1) 21 
years after Mr. Blackmer’s death, in 
which case the principal will be trans- 
ferred to the beneficiary child if living, 
otherwise in the same manner as pro- 
vided above for the distribution of in- 


come; (2) the death of the beneficiary, 
his spouse and descendants, in which case 
division will be made among Mr. Black. 
mer’s descendants. Excluded from any 
benefits as a descendant is a named 
granddaughter “who has otherwise been 
provided for” but a codicil adds that if 
her father appoints to her any share of 
the income or principal by his will, then 
she shall be deemed to be a descendant. 
The three trusts are charged equally 
with aggregate annual payments (out of 
principal) of $5,500 to Mr. Blackmer’s 
mother after his father’s death. 


WILLIAM J. KELLY, since 1938 presi- 
dent of the Machinery and Allied Prod- 
ucts Institute, founder of the Economic 
Club of Chicago and one of that city’s 
civic leaders, left his wife all his tangible 
personal property and the income from 
the rest of his estate which is placed 
in trust with The First National Bank 
of Chicago. Mrs. Kelly is given un- 
limited power to appoint the principal 
remaining at her death. If she fails to do 
so, the trust is to continue for the bene- 
fit of his son, subject to an annuity of 
$1,200 for the testator’s mother-in-law, 
any deficiencies in income to be made up 
out of principal and restored thereto out 
of subsequent income. 

Out of this latter trust, the bank is 
authorized in its sole discretion to dis- 
tribute 25% of the principal to the son 
after age 35, another one-third after 
age 40 and all after 50, provided as 
to these last two that the mother-in-law 
is deceased. Without intending to re- 
strict the trustee’s discretion in this re- 
gard, Mr. Kelly stated his desire that 
the fiduciary exercise it “on the basis 
of its judgment as to the ability of my 
son to manage his financial and personal 
affairs successfully, and that no such 
distribution be made until he has ac- 
quired adequate experience and clearly 
demonstrated his ability to so handle his 
financial and personal affairs.” 


Upon the son’s death, the fund will be 
held in further trust for his children’s 
benefit. If the value then exceeds 
$300,000, the next $150,000 is to be set 
aside as a fund for the benefit of Mr. 
Kelly’s brother, sisters, and sister-in-law. 
Anything over $500,000 will be added to 
the fund for the son’s children. 


The trustee is given sole discretion to 
pay over principal to any income bene- 
ficiary if it deems it necessary for the 
comfort, welfare, maintenance, education 
or support of such beneficiary. Mr. Kelly 
expressed the desire that the trustee exer- 
cise this power “with liberality in the 
case of my wife, as my first concern is 


that she be adequately cared for and] 


comfortably maintained during her life- 


time, even to the prejudice or apparent } 
prejudice of the subsequent income bene- | 
ficiaries and remaindermen.” Mrs. Kelly | 
is named co-executor with the bank, | 
which is administering a life insurance | 


trust following the pattern. 
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CURRENT LITERATURE NOTES 


Books 


Montgomery’s Federal Taxes (36th 

Ed.) 

PHILIP BARDES, JAMES J. MAHON, Jr., 

JOHN McCULLOUGH & MARK E. RICH- 

ARDSON. Ronald Press Co., 15 E. 26th St., 

New York 10; $15. 

Last year the publishers departed from 
the traditional division of the late Col. 
Robert H. Montgomery’s annual treatises 
into two volumes, one dealing with 
estates, trusts and gifts, the other (in 
later years itself split into two books) 
covering partnerships and corporation. 
The 35th edition combined these subjects 
into one volume, with the inevitable sacri- 
fice of attention to some areas of tax- 
ation. Unfortunately for this audience, 
the volume on estates, trusts and gifts 
suffered most in the transition, the major 
retention being the chapter on Family 
and Estate Tax Planning. This void was 
more keenly felt as the year wore on 
because the estate volume had always 
been the most useful quick reference work 
in the field, 


The just published edition carries for- 
ward the innovations introduced in the 
previous year. Nothwithstanding the dis- 
appointment expressed above, the book 
continues to be a highly valuable desk 
companion for the tax practitioner. 
Edited by the four above named partners 
in Lybrand, Ross Bros. & Montgomery, 
the text consists of 22 chapters, each 
contributed by an associate of the firm. 
The arrangement is essentially func- 
tional, with all the tax problems arising 
out of a particular situation being dis- 
cussed in one chapter; e.g. ownership of 
securities. The forementioned section on 
estate planning reflects as much as any 
other the revisions required by the 1954 
Code. In its 54 pages are practical and 
concise treatments of the whole range of 
planning mechanisms. This kind of treat- 
ment is typical of the approach through- 
out the entire volume, the emphasis be- 
ing on exposition and application. 


Trust Department Organization 

American Institute of Banking, 12 E. 36th St., 

New York 16. 396 pp. 

This volume, available only to those 
engaged in banking since the A.I.B. is 
a non-profit organization, replaces the 
old book Trust Business II. The course 
in which the latter was used has also 


been changed to the title of the new 
book. 


Prepared by a group of leading trust- 


| Men and educators in cooperation with 
arent | 
bene- 
Kelly : 


the Committee on Trust Education of 
the American Bankers Association, the 
textbook is designed as a manual for 
developing efficient and effective methods 
in trust department operation. After an 
explanation of trust powers and their ad- 
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ministration, the tome takes up the or- 
ganizational plan for the trust depart- 
ment, executive and administrative ac- 
tivities, equipment, bookkeeping and ac- 
counting, procedure for corporate trusts 
and agencies, investment procedures, tax 
work, management of real property and 
mortgages, public relations, advertising, 
personal representation, trust selling 
techniques, trust compensation, costs and 
earnings, and trust associations, con- 
cluding with the guiding principles of 
trust institutions, institutional safe- 
guards for trust property, and govern- 
ment supervision. 


The Great Crash—1929 


JOHN KENNETH GALBRAITH. Houghton 

Mifflin Co., New York. 212 pages. $3.00. 

Here is a sprightly exposition of the 
genesis and aftermath of this country’s 
financial nightmare. Dr. Galbraith has 
written into the picture with fine clarity 
the magnificent foolishnesses of the time 
which addled not only the minds of the 
mighty of finance and business but the 
members of his own calling, as well. As 
a running account, it is excellent and 
achieves its purpose of telling what hap- 
pened, not why, which nobody seems yet 
to know. 


Yesterday’s follies, shown in stark nar- 
ration after 25 years, appear ghastly in 
today’s light. To voyagers on only slight- 
ly turbulent financial seas, the perspec- 
tive of this book should warn against 
self-delusion, even though present built- 
in restraints should prevent recurrence 
of such mad goings-on. 


ARTICLES 


Testamentary Trusts as Beneficiaries 
under Life Insurance Policies, by Robert 
J. Lawthers: Journal of Chartered Life 
Underwriters, Fall 1955 (3924 Walnut 
St., Philadelphia 4, Pa.; $1.50) See paral- 
lel article in October TRUSTS AND Es- 
TATES. 


Why Business Insurance? by Harry 
R. Schultz: Life Association News, Oct. 


1955 (11 W. 42nd St., New York 36; 
50¢) 


Property Previously Taxed under Rev- 
enue Act of 1954, by Marvin Chirelstein 
and Benjamin M. Shieber: Taxes, Oct. 
1955 (214 N. Michigan Ave., Chicago 1; 
60¢) 


Significant Trends and Developments 
in Massachusetts Supreme Judicial Court 
in 1954 (including creditor’s rights 
against settlor of spendthrift trust, exer- 
tion of undue influence on testator, and 
devise of all of one’s property followed 
by limitation over): Note, Boston Uni- 
versity Law Review, June 1955 (11 Ash- 
burton Place; $1) 


Publication and Acknowledgment of 
Wills in Kentucky: Note, Kentucky Law 
Journal, Summer 1955 (Lexington; $2) 


Taxation of Life Insurance under Rev- 
enue Code of 1954, by Peter M. Winkel- 
man: Southern California Law Review, 
July 1955 (University Park, Los Angeles 
7; $1.50) 


Right of Will Contestant to Have At- 
torney’s Fees and Costs Charged to 
Estate: Note, University of Florida Law 
Review, Summer 1955 (Gainesville; 
$1.25) 

Conflict of Laws and Nonbarrable In- 
terests in Administration of Decedents’ 
Estates, by Eugene F. Scoles: Ibid. 


How Income Taxation of Trusts and 
Estates under 1954 Code differs from 
Previous Rules, by Roger Paul Peters: 
Journal of Taxation, Sept. 1955 (33 W. 
42nd St., New York 36; $1.25) 


Survey of Statutory Changes in North 
Carolina in 1955 (including administra- 
tion of estates, adoption of minors, tax- 
ation, wills) : Notes, North Carolina Law 
Review, June 1955 (Chapel Hill; $1.25) 


Use of Survivorship Clauses in Wills: 
Note, Vanderbilt Law Review, April 1955 
(Nashville 4; $1.50) 


“Trusts” and “Living Law” in Europe, 
by Jaro Mayda: University of Pennsyl- 
vania Law Review, June 1955 (3400 
Chestnut St., Philadelphia; $1.25) 


Trusts for Minors, by Carter T. 
Louthan: Trust Bulletin, Oct. 1955 (12 
E. 36th St., New York 16; 35¢) 
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RECENT FIDUCIARY DECISIONS 


ACCOUNTING Court Decree 
Affecting Attorney's Fees is Res 
Judicata 


Washington—Supreme Court 
Philbrick v. Parr, 147 Wash. Dec. 453. 

Administrator brought this action to 
recover attorney’s fees paid from estate 
funds by the former administratrix who 
had been removed for dereliction of duty. 
It was admitted that the administratrix 
had paid defendants $490 without having 
obtained approval of the Court. In her 
final report after the plaintiff was ap- 
pointed to succeed her in the administra- 
tion of the estate, she listed this item 
as having been paid. The administrator 
filed objections to the report taking 
specific exception to the payment of the 
attorney’s fee and the guardian ad litem 
of the minor heirs filed a petition re- 
questing that reasonable fees be set for 
the defendants but alleged that the fee 
of $490 was excessive and had not been 
submitted to the Court for approval. The 
Probate Court decreed that the admin- 
istrator was entitled to recover this sum 
from the administratrix. 


Upon refusal of the defendants to re- 
turn the disallowed attorney’s fees, the 
administrator commenced this suit. The 
defendants answered that the action was 
barred by the statute of limitations, that 
their claim for atorney’s fees was not 
at issue in the probate hearings; and 
that on a basis of quantum meruit they 
were entitled to the amount received 
plus $210. 


The Trial Court held that the decree 
in probate did not preclude the de- 
fendants from asserting their claim and 
found that the defendants were entitled 
to retain $300 of the amount received 
by them as reasonable compensation for 
their services, and that the balance 
should be returned to the estate. On ap- 
peal, the plaintiff urged that the decree 
in the probate matter was res judicata 
as to the defendants’ claim against the 
estate for their services. 


HELD: Reversed. An order 


entered 


upon the final account of an administra- 
tor after due notice given is res judicata 
as to the settlement of the final account 
and fixes the rights and liabilities of the 
administrator and binds all persons in- 
terested as to the matters embraced in 
such settlement until it is set aside in 
some direct proceeding. The settlement 
made by a personal representative who 
is removed while the estate remains un- 
settled is not a final settlement of the 
estate but is regarded as the final settle- 
ment of the outgoing representative. 


The attempt to set up the claim for 
services in the action by the administra- 
tor to recover funds held in trust by the 
attorneys who had been unlawfully paid, 
was a collateral attack upon the decree 
rendered in probate. The attorney for an 
administrator in a hearing upon a final 
account is, in the very nature of things, 
a “party” to the proceedings to the ex- 
tent that his fee is involved. The de- 
fendants having failed to attack directly 
the judgment entered on the finding of 
the Probate Court that they were im- 
properly paid and that the estate had 
derived no benefit from their services, 
may not now be heard to question its 
validity in a collateral proceeding. 


CLaims — Failure to Object Settles 
Validity 


Florida—Supreme Court 
Goggin v. Shanley 81 So. 2d 728. 


Claim was filed against decedent’s es- 
tate by registered nurse. The executrixes 
made no objection to the claim but after 
the statute of non-claim had run, moved 
to strike the claim on the ground that it 
was barred by the Statute of Limitations. 
Under the Probate Act, creditors are al- 
lowed 8 months from the publication of 
the first notice to creditors within which 
to file claims. The personal representa- 
tive is allowed 2 months from the expira- 
tion of such 8-month period to object 
to any claims filed. If objections are filed, 
the claimant must then file a suit in an 
appropriate court to establish his claim. 
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HELD: The failure of the executrixes 
to object to the claim settled its validity. 
The Probate Court is without power to 
reject the claim or determine any dis- 
puted facts touching its validity. Failure 
to object to a claim within the period 
allowed conclusively establishes the valid. 
ity of the claim. 


CLaims — Set Off Against Benefici- 
ary of Debt Owing by Beneficiary 
to Trust Estate 


California—District Court of Appeal 


County National Bank & Trust Co. v. Shep. 
pard, 136 A.C.A. 230 (Oct. 14, 1955). 


Will created a trust which provided 
for payment of half the income to widow 
for life and % to each of four chil- 
dren. The will provided, “Each and all 
of such payments are to be made for 
the sole and separate uses of the bene- 
ficiaries, and the same are not to be 
deemed or held liable *** for the 
debts ***” of the beneficiaries (italics 
the court’s). In Estate of Edwards, 
217 Cal. 25, 17 P. 2d 116, this language 
was held to create a spendthrift trust as 
to income. 


After the will was executed, three of 
the children became indebted to their 
father in various amounts evidenced by 
notes. The executor brought suit on these 
notes and obtained judgments which were 
renewed from time to time. 


On the widow’s death the trustee 
brought this suit for declaratory relief 
to determine the disposition of her share 
of the principal, the trust providing that 
at her death the share of principal from 
which she had previously received the 
income was to go to testator’s children, 
share and share alike, the issue of a de- 
ceased child taking the parent’s share. 


HELD: (1) Assignments made by two 
sons in the corpus of the trust passing 
to them at the death of their mother were 
valid. 


(2) Such interests were subject to 
judgments in the hands of the trustee, 
the amount of which constituted an off- 
set against amounts otherwise distribu- 
table to those beneficiaries or their as- 
signs. 


(3) The trustee had a right of re 
tainer of their shares by withholding 
distribution to the extent necessary t0 
satisfy the judgments. 


(4) Interest on the indebtedness which 
had been incorporated in renewals of the 
judgments made from time to time con- 
stituted substituted trust capital, and no 


part of such interest should be treated 
as income allocable to widow’s account | 


and be payable to her estate. 
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CLaims — Statute Does Not Bar 
Claim Based on Alleged Trust 


Florida—Supreme Court 
Beke v. Nolnar, 82 So. 2d 595. 


Claim was filed against decedent’s es- 
tate alleging that a trust agreement be- 
tween claimant and decedent was entered 
into whereby title to certain property 
vested in decedent was to be transferred 
to claimant upon decedent’s death. No ob- 
jection to the claim was filed within the 
time provided by the statute. 


HELD: The statute of non-claim which 
bars all claims not filed within the statu- 
tory period does not apply to alleged 
trusts in the property of decedent since 
title to real estate is not vested in a 
personal representative and the Probate 
Court has no power to try title to realty. 


CoNnFLICT OF Laws — Probate De- 
cree Conclusive on Construction of 
Will 

Texas—Court of Civil Appeals 
Coon v. Heinzman, 281 S.W. 2d 461. 


Testatrix was domiciled and died in 
Michigan in 1932. She left all of her 


estate to her husband and further pro- 
vided: “It is my desire that if at the 
death of my said husband, Ralph S. Coon, 
there is anything held by him of the said 
Dow Chemical Stock and Diamond Ring, 
that it shall go to Aileen K. Heinzman, 
of Akron, Ohio, a Second Cousin of mine, 
but if necessary, the said husband... 
may use the said stock or the proceeds 
thereof for himself during his life.” 


The husband as executor a few months 
later petitioned the Michigan Probate 
Court “that the administration of said 
estate be finally closed and that the resi- 
due of said estate be assigned to this 
petitioner according to the provisions of 
said Will . . .” The Michigan Court 
thereafter ordered that the residue of 
the estate be assigned, “To the said 
Ralph S. Coon the whole thereof.” 


The husband died in Texas in 1952, 
still owning the Dow Chemical stock. 
Aileen Heinzman brought suit against 
his estate, claiming the stock under the 
will of testatrix. 


HELD: The order of the Michigan 
Probate Court is a construction of the 
will, and the issue at suit is now res 
judicata. Under Michigan law (1) the 
Court Order is binding upon all parties 
whose interest in the estate, in effect, 
make them parties to the proceeding, 
(2) the conclusiveness of such a judg- 
ment cannot be questioned on the ground 
that it reached a wrong result, (3) the 
Probate Court had jurisdiction to con- 
strue a will, and (4) the Order did more 
than close the estate, and did, in fact 
construe the will. 


JOINT TENANCY — Bequest to Hus- 
band and Wife as Tenants by En- 
tirety Does Not Fail if Beneficiar- 
ies Have Been Divorced 


New Jersey—Superior Court 

Wyckoff v. Young Women’s Christian Associa- 

tion, 117 A. 2d 162, Oct. 7, 1955. 

Codicil to testatrix’s will devised and 
bequeathed her home and furnishings to 
a husband and his wife as tenants by the 
entirety, if they both survived her, or in 
case one of them predeceased her, then to 
the survivor of them. Subsequently, the 
parties were divorced and have not since 
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remarried. Action was filed to determine 
the effect of the divorce on the construc- 
tion of the will. 


HELD: The devise does not fail be- 
cause of the divorce. There is nothing in 
the instant clause indicating that the 
devise and legacy were conditioned upon 
the parties remaining husband and wife. 
Words such as “his wife” and “my hus- 
band” are merely descriptive and are 
not to be construed as a condition of the 
gift unless the will provides otherwise. 


The conveyance is operative and effec- 
tive notwithstanding the fact that no 
tenancy by the entirety can be created. 
There is no expressed intent to create a 
joint tenancy. The legacy of house and 
furnishings is a gift in severalty and not 
a class gift. Therefore, the beneficiaries 
take both the realty and personalty as 
tenants in common. 


LIFE TENANT & REMAINDERMAN — 
Life Tenant with Power of Use 
May Not Give Away Property 


California—District Court of Appeal - 


Hill v. Thomas, 135 A.C.A. 811 (Sept. 27, 
1955). 


Henry and Eliza Hill, husband and 
wife, made a joint will providing that 
on death of the survivor their property 
would go in sevenths to seven named per- 
sons, including William, son of Eliza by 
a former marriage. The will recited that 
the parties had separate as well as joint 
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property and made it plain that its pro- 
visions applied to both their estates. 


Shortly after Henry’s death in 1947, 
Eliza made a new will leaving all her 
property to her son William and later 
made substantial gifts in cash and stocks 
to him, the total value of these transfers 
being $101,663. At her death Eliza left 
an estate of some $50,000, all bequeathed 
to her son. 


In this suit brought by the other six 
legatees named in the joint will to re- 
cover money judgment for money and 
property given by the life tenant to her 
son, they obtained judgment for 6/7 of 
Eliza’s estate. This part of the judgment 
was not appealed from. Plaintiffs were 
also awarded a judgment against Wil- 
liam for $87,140, representing 6/7 of 
the money and property given by Eliza 
to him after Henry’s death. William ap- 
pealed. 


HELD: Affirmed. (1) Although the 
joint will provided “that the survivor 
of us shall have the full enjoyment of 
all our property regardless of its char- 
acter” and further provided that nothing 
in the will “shall be construed to be in 
any manner whatsoever a limitation upon 
the full use and enjoyment by the sur- 
vivor of us of the entire estate herein 
disposed of,” these provisions conferred 
no right on the survivor to give away 
any of the subject property. 


(2) The lower court did not err in 
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rejecting the testimony of the attorney 
who drew the joint will that Henry had 
stated that he did not want to handicap 
Eliza and that she could give away the 
property. The evidence was not held in- 
admissible but was properly disregarded 
because it was unconvincing and be- 
cause the attorney who drew the will (or 
in whose office it was drawn) was also 
attorney for the appellant son as execu- 
tor of his mother’s estate and did not 
occupy an impartial position in the mat- 
ter. 


LIFE TENANT & REMAINDERMAN — 
Loss Resulting from Investment in 
Business Charged to Income 


New York—Supreme Court, Special Term, 
New York County 

Matter of Stroock (Ohrbach), N.Y.L.J., Nov. 

14, 1955. 

The trustees invested assets of the 
trust in a business (acquiring an inter- 
est as limited partners) pursuant to 
the direction of the settlor. The partner- 
ship suffered losses and the trust’s share 
of these losses was charged to trust in- 
come, resulting in a net loss. Should 
principal or income bear the loss? 


HELD: In the absence of direction, 
income is credited with profits or bears 
losses resulting from the use or invest- 
ment of trust assets, and principal is 
credited with gains or charged with losses 
arising from the sale or other disposition 
of the assets. Since this loss resulted 
from an investment of trust assets in a 
business, and was not a sale or other dis- 
position, the loss is chargeable to in- 
come. 


SPouseE’s RicHTts — Trust Held Illu- 
sory and Testamentary 


Utah—Supreme Court 

Alexander v. Zion’s Savings Bank & Trust Co., 

287 P. 2d 665. 

Decedent and his first wife created a 
trust with defendant trust company 
whereby the property was to be held 
until the death of the survivor of the 
settlors, unless the trust was sooner re- 
voked, and thereafter was to be trans- 
ferred to three beneficiaries. After the 





“The boss doesn’t believe in partnership 
insurance and HE just inherited half of 
the business.” 

Winning caption in cartoon contest spon- 
sored by Life Association News, submitted 
by D. W. Sedgwick of Corpus Christi, Tex., 
and printed in November 1955 issue of that 
periodical. 





first wife’s death, decedent married her 
sister, an appellant here. Thereupon he 
directed the trustee to convey real estate 
which was a part of the trust fund to 
third persons and in exchange they con- 
veyed to the trustee the home involved 
in this action. Decedent amended the trust 
agreement by reciting the death of his 
first wife and his second marriage, and 
provided that if his second wife survived 
him she should be entitled to use the 
home personally as long as she desired. 
She continued to live in that home until 
1952 when on account of disability she 
moved into the home of her son. 


During the life of the surviving settlor, 
the settlors reserved the power, 1) to 
transfer additional property to the fund, 
2) to receive all income therefrom, 3) to 
revoke or terminate the trust in whole 
or part, 4) to change the beneficiaries, 
5) to change the nature, terms and con- 
ditions of the trust, and 6) to pay all 
taxes, assessments, insurance premiums, 
and other costs in connection with such 
funds. The agreement further provided 
that upon the death of such survivor, 
if the trust had not been previously re- 
voked, the trustee should pay the cost 
of the funeral and last sickness of the 
survivor and after deducting its com- 
pensation distribute one-half of the re- 
mainder of the trust fund to a son of 
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the settlors, and the other half in equal 
shares. to two grandchildren of the 
ettlors. Then followed a provision that 
the. beneficiaries’ interests in the fund 
were not to vest until they were entitled 


Hto receive the income or principal. 


The beneficiaries demanded that the 
trustee convey the home to them and 
the second ‘wife claimed a one-third stat- 
utory interest therein. The trial court 
awarded judgment for the beneficiaries, 
from which the second wife appealed. 
The Supreme Court reversed, holding 
that under the broad powers reserved in 
the settlors and the provision that inter- 
ests of the beneficiaries shall not until 
they are absolutely entitled to the in- 
come or principal, the purported trust 
was illusory and testamentary and the 
widow is entitled to her statutory’ in- 
terest. (2 Utah 2d 317, 273 P. 2d 173.) 
A re-hearing was granted. 


HELD: Opinion in former case affirm- 
ed. The dissenting opinion (said the ma- 
jority) concerns itself mostly with the 
conceded proposition that a power of 
revocation or control will not invalidate 
a trust. The former opinion had no 
quarrel with this basic principle, and 
neither does this. But the question is 
whether or not the instrument provides 
for a vesting of the beneficiaries’ inter- 
est only after the settlor’s death, not 
whether the settlor could revoke the 
trust. The language is unequivocal that 
“The interests of beneficiaries shall in 
no case vest... until they ... become 
entitled to receive and demand .. . the 
income or principal,” all of which was 
to occur after the settlors’ deaths. To 
say such language vests a present in- 
terest in the beneficiaries ignores the 
language itself. Hence the trust was 


illusory and testamentary in character. 
—Staff Digest 


TAXATION — Estate & Inheritance — 
Unexercised Power of Appointment 
is Not Subject to State Tax 


Maine—Supreme Judicial Court 


Boston Safe Deposit & Trust Co., v. Johnson, 
116 A. 2d 656. 


Petition by- the executor for abatement 
of inheritance tax was reported on a 
question of law from the Probate Court 
based on an agreed statement of facts. 
Under a trust-of one-half the probate 
estate established by the testator for his 
widow, she was given a power of ap- 
pointment and upon failure to exercise 
it, the trust property passed to two ex- 
empt charities. The widow failed to exer- 
cise the power and the tax assessor levied 
an inheritance tax on the assumption 
that the power constituted “property” or 
“any interest therein” under the statutes. 


HELD: Petition sustained. A power 
of appointment is not property or any 
interest therein. The established Maine 
rule is that the donee of a power does not 
hold title to the property but merely acts 
for the donor in its disposition. 


TERMINATION — Trust Failed Where 


Purpose Ended 


California—District Court of Appeal 

Estate of Anderson, 135 A.C.A. 773 (Sept. 26, 

1955). 

Sixth paragraph of will left part of 
the residue in trust for son Albert, who 
was to be paid the income for life or 
at least $100 per month. After Albert’s 
death, income was to be divided equally 
between Albert’s daughter Joellen and 
his son William, who were to receive 
distribution of corpus at age 21. If they 
did not survive to receive corpus, it was 
to go to the testator’s two daughters, 
Amy and Helen. 


In the fifth paragraph, testator gave 
his business to Amy in trust, “so 
long as my children *** shall remain 
living and my son shall be employed in 
said laundry *** and until such time as 
my children *** shall agree to the sale 
of said business.” The will directed that 
Albert continue to be employed in his 
present capacity in the business, that he 
give his full time to it, and be paid 
$100 a week salary. Profits were to be 
divided one-half into the trust created 
under the sixth paragraph, one-fourth 
to daughter Helen, one-fourth to Amy. 
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There ‘were provisions. relating to what 
happened in case of death of. a’ berie- 
ficiary.: - . 

Albert refused to manage the laundry. 
On an accounting by the executrix and 
a petition for final distribution of the 
estate and for instructions, ‘the court 
found that the primary purpose of the 
trust was to give Albert a job, and since 
he had refused to accept, the trust 
failed. The present appeal was not by 
Albert but by his two children, Joellen 
and William, presumptive remaindermen 
under the trust created in the sixth para- 
graph, which, as stated above, was to 
receive a part of the profits of the trust 
holding the laundry. 


HELD: Affirmed. The trust had failed. 


WILLs — Construction — Devise to 
Wife for Life and at Her Death to 
Daughter “and the Children of Her 
Body Born” Vests Fee Simple Title 


Arkansas—Supreme Court 

Eubanks v. McDonald, 99 Law Reporter, p. 

885, Oct. 31, 1955. 

Testator’s will provided “I will and 
bequeath to my wife all of my estate to 
have and enjoy during her life time, and 
at her death I will and bequeath that all 
my property go to and become the abso- 
lute property of my daughter and the 
children of her body born, to have and 
enjoy forever.” 
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The testator’s widow died some years 
after her husband, and thereafter the 
daughter and her three children con- 
veyed their interest in the property. Af- 
terwards the daughter had a fourth child, 
who brought this suit to quiet title of 
real estate, against the party who pur- 
chased from the daughter and her three 
children. 


The trial court construed the will as 
being in substance a devise to wife for 
life with remainder to daughter and her 
bodily heirs. Since the daughter has 
previously conveyed away the lands in 
dispute, the offspring of her body would 
have no interest therein. 


HELD: Affirmed. The phrases “chil- 
dren of her body” and “bodily heirs” are 
synonymous. A conveyance using the 
first phrase vests a fee simple title in 
grantee or devisee. 


WILLs — Construction — Simultan- 
eous Death Clause Extended to 
Common Disaster 


Texas—Court of Civil Appeals 
White v. Taylor, 281 S.W. 2d 237. 


Testatrix, a widow without children, 
left her residuary estate to her mother. 
However, her will further provided, “In 
the event that my mother .. . dies before 
I die, or we die simultaneously, or we 
die under circumstances making it diffi- 
cult to determine which of us died first, 
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I. make the following disposition of my 
property: ...” The will then proceeded to 
define what property should go to the 
contingent beneficiaries — a lifelong 
friend, two nieces and a nephew. 


Testatrix and her mother were victims 
of an automobile accident on March 30, 
1954. Testatrix was pronounced dead on 
arrival at a hospital at 3:45 P.M. and 
her mother died 71 minutes later, never 
having regained consciousness from time 
of injury to time of death. 


HELD: It was testatrix’ intent in 
using the word “simultaneously” that the 
contingent beneficiaries have her estate 
if she and her mother died at substantial_ 
ly the same time. The whole plan of 
testatrix was to give the contingent bene- 
ficiaries the benefit of her estate if her 
mother did not survive her, and therefore 
the word “simultaneously” must be liber- 
ally construed to mean “common disas- 
ter” rather than strictly construed to 
mean “at the same instant.” 


The Court found no authority in point 
and could consider somewhat similar 
out of state cases as persuasive only. 


WILLs — Probate — Testimony Ad- 
missible under Statute 


Colorado—Supreme Court 
Ofstad v. Sarconi, 285 P. 2d 828. 


Testatrix in 1946 by will bequeathed 
her estate to her granddaughter, the 
caveatrix in this case. In 1949 during her 
fatal illness in the hospital under oxygen 
tent and without her earphone when she 
was otherwise completely deaf, testatrix 
executed the will now under contest, dis- 
posing of her estate in equal shares to 
her four children, presented for probate 
by one of the children, proponent herein. 
The attorney who prepared the will was 
permitted to testify that he prepared it 
at the request of the proponent solely 
on the basis of information received from 
the proponent, and that he had put in 
the will what the proponent told him the 
testatrix wanted done. 


The caveatrix then called the proponent 
and questioned the proponent as an ad- 
witness. Subsequently the pro- 


verse 


ponent was offered as a witness in his 
own behalf and his testimony was ob. 
jected to under the statute which pro. 
vides that no party shall be allowed to 
testify of his own motion or in his 
own behalf when any adverse party sues 
or defends as an executor, administrator, 
heir, legatee, or devisee of a deceased 
person, unless when called as a witness 
by the adverse party. After hearing in 
chambers the testimony to be offered by 
the proponent which would be that the 
proponent did not give any information 
to the attorney other than that the 
testatrix wanted to see him and talk to 
him about a will, the court refused to 
permit the proponent to testify. 


HELD: Reversed. The _ proponent 
should have been allowed to testify. 
Without the attorney’s testimony to the 
effect that the information upon which 
he drew the will originated with the 
testatrix, it was not established to be 
the will of testatrix. When this testimony 
was refuted by proponent, it went to the 
matter of the credibility of proponent’s 
principal witness. The jury had heard 
the attorney’s testimony, but it was not 
permitted to know that the vital part of 
his testimony had been contradicted by 
proponent. This raised the issue of credi- 
bility of the witness which should have 
been presented to the jury for determina. 
tion. The statute does not bar the testi- 
mony of the proponent under the cir- 
cumstances herein presented. 


A A A 
Too Young to Make a Will? 


“Nearly every married person need: 
a will and many single people do,” states 
an article by Donald S. Stroetzel ani 
Clyde Hostetter in the September, 195i, 
Town Journal. The authors emphasize the 
need of young married couples having 
wills, citing examples where without 4 
will the property had to be divided be- 
tween the surviving spouse and the chil- 
dren, or other relatives, with manifest 
injustice to the remaining spouse. Such 
divisions are costly and sometimes neces- 
sitate the selling of the home or the 
small business acquired by hard work 
and frugal living. 
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TOPICAL INDEX TO VOLUME 94: 1955 


1- 88 January 
89-188 February 
189-276 March 
277-372 April 


373-460 May 
461-556 June 
557-628 July 
629-692 August 


693- 764 September 
765- 908 October 

909-1004 November 
1005-1104 December 


(Bold face type indicates original articles, studies and major addresses) 


ACCOUNTING 
Court & Private 


Creditor of Testator’s Corporation May Not 
Compel Executor to Account—N. Y.—687 
Decree Affecting Attorney’s Fees in Res Judi- 
cata—Wash.—1094 

Effect of Order Approving Trustee’s Account 
as Against Minor Beneficiary—Cal.—687 

Objection Not Interposed or Litigated in Prior 
Accounting is not Barred in Subsequent Ac- 
counting—N. Y.—365 

Remaindermen May Not Object to Trustee’s 
Report—Neb.— 82 


Rules for Revoking Decrees—-Mass.—757 


Internal 
Accounting for Common Trust Funds—Weston 
Rankin—539 


Automation of Bank Procedures—Herbert R. 
Corey—96 


Preservation of Records in Custodial or Fidu- 
ciary Capacity—257 


*% 
ASSETS 


Administration 


Administrator Cannot Make Additions to 
Realty at Expense of Estate—Wash.—549 
After Executor Delivers Property to Life Ten- 
ant, He Has No Further Duty with Regard 
to it on Death of Latter—Mass.—82 

Equitable Conversion of Real Estate—Wis.— 
687 

Executor’s Power to Allocate Property to 
Qualify for Marital Deduction—Leroy E. 
Rodman—801 

Lien on Foreign Property—Ariz.—180 

Memoranda Did Not Creat Trusts—Ky.—180 

New Equipment Adds Efficiency to Trust De- 
partment—133 

Simplification of Security Transfers by Fidu- 
ciaries—Alfred F. Conard—835 

Transfer of Stock—Suggestion for Simplifica- 
tion and Definition of Responsibilities— 
Francis T. Christy—315 

Title May Not Be Adjudicated by Exceptions 
to Inventory—Pa.—269 

Trust Operations Questions Answered—Panel 
—131 

Unexpected Liabilities in Administration of 
Estates and Trusts—George T. Cronin—392 


Business 


Adequate Powers and Compensation Needed 
for Businesses in Trust—Clarence D. Cow- 
dery—484 

Business Interests Widening Horizons for 
Property Management—Richard P. Chapman 
—1020 


Determination of “Book Value” of Stock Sub- 
Ject to Purchase Agreement on Death— 


N. Y.—905 

Grounds for Removal of Administrator—Wash. 
—1000 

Heir is Not ‘Stockholder’ Entitled to Seek 


Corporate Dissolution—Mo.—1000 


Newspapers in Estates—How Two of Canada’s 
Largest Changed Hands—288 


Stock Valuation in Recent Mergers—Study of 
Appraisal Factors—Chelcie C. Bosland—516, 
583 & 662 


Protection 


Surety Not Liable to Principal for Losses in 
Estate Management—Pa.—905 


e 
ASSOCIATIONS & SCHOOLS 


FPRA Convention Round-Up—1028 
Mid-Continent Trust Conference—1012 


DECEMBER 1955 


Mid-Winter Trust Conference—94 

Million Dollar Round Table—634 

New Jersey Trust Conference—1078 

New York State Trust Division Activities—595 

New York Trust Division Marks Ninth Year 
—958 

Pennsylvania Trust School—1082 

Proceedings of Probate and Trust Law Divi- 
sions, American Bar Association—772 

Proposed Revival of Southern Trust Confer- 
ence—770 

“Sounding Board’’ Technique for Trust Meet- 
ings—1079 

Trust Division President Reports—George C. 
Barclay—778 

Western Regional Trust Conference—914 


Virginia Meet Features Farm Services and 
Operating Policies—398 


* 
BANKING RELATIONS 


A Lawyer-Banker Looks at Trust Service— 
Edward D. Smith—649 

Commercial-Trust Relations — Complementary 
and Conflicting Interests—George C. Bar- 
clay—385 

Divided Loyalty and _ Self-Dealing — What 
Courses of Fiduciary Conduct are Indicated 
by Cases ?—Walter D. Fletcher—234 

Policies for Bank-Trust 
mond H. Trott—1024 


Cooperation—Ray- 


2 
BAR RELATIONS 


Executor and Trustee Services Can be Adver- 
tised by Arkansas Banks—6 
Lawyers and Trustmen Need New Look at 
American Way—Loyd Wright—100 
Utilizing Estate Planning Team in Law School 
Teaching—James J. Lenoir—708 


e 
BENEFICIARY RELATIONS 


Beneficiary Receives Full Testamentary Bene- 
fits Where Compromise Agreement is 
Breached by Other Party—Pa.—549 

Statute Regulating Assignments by Heirs is 
Valid—Cal.—269 

Trust Statements to Beneficiaries—George H. 
Arnold—403 

Will Not Void Where it Gives Share to Daugh- 
ter Outright if Not Married to Present Hus- 
band—Dist. of Columbia—82 


* 
CHARITABLE TRUSTS 


Attorney General May Not Bring Petition to 
Determine Heirship—Cal.—269 

Attorney General’s Refusal to Sue Trustee for 
Alleged Breach of Trust is not Reviewable 
by Court—Mass.—365 


Bequest to Build Altar in Memory of Testator 
Held Charitable—Mass.—365 


Bequest to Charitable Corporation Upon Trusts 
Allowed Without Qualifying as Trustee— 
Mass.—688 

Bequest to Create School for White and Col- 
ored Boys Valid and Applied Cy Pres—Pa. 
—83 

Charitable Gifts in Estate Planning—Getting 
Maximum Tax Benefits for Trust Generosity 
—Frank L. Mallory—434 


Codicil Executed with 30 Days of Death 
Does Not Nullify Bequest to Charity in Will 
—Cal.—455 

Compliance with Condition of Acceptance— 
Pa.—269 

Cy Pres Doctrine Applied to Gift to AA—Cal. 
—83 


Cy Pres Doctrine Applied Where Named Insti- 
tution Never Existed—Ga.—365 


Cy Pres Doctrine Not Applicable Where Spe- 
cific Charity Subsequently Ceased to Exist— 
R. I.—622 

Going the Second Mile—How a Foundation 
Has Helped Its Community—Robert M. 
Hanes—644 

Invalid Excess of Bequests Not Charged 
Against Specific Bequest—N. Y.—549 

Law on Charitable Trust Supervision—W. T. 
Fitzgerald—970 


Potential Beneficiary of Cy Pres Doctrine May 
Not Appeal from Adverse Decree—Mass.— 
269 


San Antonio River Beautification Project—537 
$700,000 Trust Fund from TV Appeal—400 


e 
CLAIMS 


Action Barred on Agreement by Executrix to 
Sell Real Estate—Mass.—757 


Action Lies for Interference by Heir with 
Intended Bequest—Ind.—83 


Creditor May Not Rescind Contract with Dece- 
dent After Claim Has Been Allowed—Colo. 
—905 


Divorced Wife Entitled to Share of Husband’s 
Interest as Beneficiary of Estate—Mo.—757 
Enforceability of Oral Agreement to Make 

Will—Neb.—757 
Failure to Object Settles Validity—Fla.—1094 


Federal Taxes Taxe Priority Over Expenses 
of Last Illness Despite State Law—Cal.—84 


From What Fund Widow’s Allowance Payable 
—Cal.—180 


Injunction Lies to Prevent Interference with 
Contract to Devise—Ariz.—84 


Lapsed Devise Charged to Pay General Lega- 
cies—N. Y.—455 


Set Off Against Beneficiary of Debt Owing by 
Beneficiary to Trust Estate—Cal.—1094 


State Agency Not Barred by General Statute 
Limiting Period of Filing—Colo.—758 


Statute Does Not Bar Claim Based on Alleged 
Trust—Fla.—1095 


Victim’s Estate May Sue Murderer’s Estate 
for Damages—Ore.—1000 


* 
CO-FIDUCIARIES 


Trust Adviser: Boon or Booby Trap?—Law- 
rence G. Knecht—815 


* 
COMMON TRUST FUNDS 


Accounting for Common Trust Funds— Weston 
Rankin—539 


Equities in Common Funds—Staff Study—204 
Common Funds Increase Equities—506 


Common Stocks Held in Common Trust Funds 
—Staff Study—650 


Commen Trust Funds Hold 540 Preferreds— 
Staff Study—951 

Losses on Redemption of Bonds Not Amortized 
—N. Y.—366 


No Capital Gain or Loss on Common Trust 
Fund Transfers—179 


Preferred Stocks in Common Funds—Staff 
Study—423 


Reserve Board Rules on Publication of Com- 
mon Trust Fund Information—203 


o 
COMPENSATION 
Attorneys’ Fees Allowed Out of Trust Despite 
Loss of Suit—Texas—366 


1099 








Attorneys’ Fees for Services to Beneficiaries — 


Not Payable Out of Estate—Cal.—622 


Attorney’s Fee Not Payable Out of Estate— 
Cal.—688 


Commissions on Income and for Management 
of Real Property Allowed Where Executors 
Had Power to Manage Leased Property— 
N. Y¥.—85 


Corporate Trustee Allowed Reasonable Interest 
on Mortgaged Trust Property—N. J.—86 


Court May Not Vary Commission of Trustee 
Fixed by Will—Cal.—270 


Favor Crediting Trust Department for Earn- 
ings on Deposits—575 

Fees of Attorneys for Beneficiaries Not Al- 
lowed Out of Trust Fund—Cal.—366 


FDIC Report 18% Gain in Trust Department 
Earnings—703 


Investment Counsel Fees—730 


New England Trust Department Earnings In- 
creased in 1954—648 


New York State Trust Earnings Up 4.74%— 


Supervision of Court over Compensation of 
Trustee—Cal.—84 


Trust Earnings Reported in First District— 
768 


Trustee Who is Succeeded by Another as Trus- 
tee of Appointed Continuing Trust is En- 
titled to Paying Commissions—N. Y.—455 


Trust Profits Up 14% in Second District—597 
12th District Surveys Trust Departments—733 


CONFLICT OF LAWS 


Heirs of Non-Resident Beneficiary Determined 
by Laws of Testatrix’ Domicile—Mich.—688 


Law of Domicile Governs Succession to Per- 
sonal Property—Cal.—905 


Probate Decree Conclusive on Construction of 
Will—Texas—1095 


Property Retains Status of Jurisdiction Where 
Acquired—Texas—688 


Validity of Exercise of Power of Appointment 
in Favor of Charities—N. Y.—270 


e 
CORPORATE TRUSTS 


Simplification of Security Transfers by Fiduci- 
aries—Alfred F. Conard—835 


Transfer of Stock—Suggestion for Simplifica- 
tion and Definition of Responsibilities— 
Francis T. Christy—315 


& 
COSTS 


Attorney’s Fees Not Chargeable to Estate— 
Ore.—181 


Deduction of Administration Expenses from 
Income Tax Does not Deprive Trust Corpus 
of Credit for Estate Tax Saving—N. Y.—367 


Know Your Costs—Advantages of Comparative 
Studies of Income and Expense—Bradley B. 
Brown—973 


New England Trust Department Earnings In- 
creased in 1954—648 


Taxes, Debts and Administration Expenses are 
Payable Out of Estate Before Residue is Es- 
tablished, Diminution to be Apportioned— 
Mass.—549 


Trust Profits Up 14% in Second District—597 


Trustee Cannot Recover Damages for Expenses 
in Prior Litigation—Mass.—1001 


12th District Surveys Trust Departments—733 
e 
COUNCILS 
Insurance & Estate Planning 
First National Estate Planning Council Or- 


ganized—380 
Trust Council Activities—Monthly feature 


* 
DISTRIBUTION 
Accounting for Advancements—N. C.—1001 
Administratrix’ Mistakes No Ground for Col- 


1100 


lateral Attack on Decree Determining Heir- 
ship—N. M.—1001 

Adopted Child Included in Remainder to 
Heirs and Descendants—Mo.—906 


Afterborn Child’s Share Not Subject to Reduc- 
tion with Bequests to Collateral Relatives— 
N. Y.—85 

Attorney General Entitled to Enemy Alien 
Funds—CaL—622 

Bequest Not Adeemed Where Note and Trust 
Deed are Taken Back on Sale of Asset—Cal. 
—1000 


Equitable Adoption Not Recognized As Against 

Estate of Brother of Adoptive Parent — 
Minn.—622 

Enforcement of Creditor’s Claim Does Not 
Invoke Forfeiture Clause—Wash.—181 

Failure to Claim Property Bars Alien’s In- 
heritance—Cal.—549 

Final Order May Be Set Aside Only on Appli- 
cation of Tax Authority—Okla.—623 

Murderer Holds Inherited Property as Con- 
structive Trustee for Other Heirs—Me.—623 

Murderer May Inherit from Victim—N. M.— 
906 

Proceeds of Insurance on Wrecked Automobile 
Go to Legatee—Cal.—622 

Provision for After-born Child—N. C.—906 

Remainder After Death of Life Tenant, Di- 
vided in Accordance with Residuary Clause, 
Must First Make Up Deficiencies in Pecun- 
iary Legatees—Mass.—758 

Share of Predeceased Residuary Legatee Goes 
to Survivors—Ind.—623 

Son Omitted from Will Entitled to Intestate 
Share—Wis.—367 

Testator’s Notation on Will Does Not Defeat 
Asti-Lapse Statute—Pa.—367 

Time Within Which Property Must Be Claimed 
by Aliens—Cal.—181 

Trust Remaindermen Not Entitled to Prefer- 


ence Where Estate Assets Insufficient—N. Y. 
—758 


DRAFTING WILLS & TRUSTS 


Drafting Simultaneous Death Clause—William 
J. Bowe—797 

New Look at Sprinkling Trusts—Albert Mann- 
heimer, H. L. Wheeler, Jr. and J. I. Fried- 
man—8 

Oil and Gas Interests—Suggested Powers to 
Facilitate Trust Administration—David Reed 
—970 

Pitfalls in Drafting Short Term Trusts—W. 
Gibbs McKenney—810 

Taking Instructions on Wednesday and Fin- 
ishing Will with Testamentary Trusts on 
Friday—Morse Garwood—807 


ECONOMIC & FINANCIAL 


Capitalabor Team—Monthly feature 

Favorable Climate for Trust Business—George 
C. Barclay—97 

Our National Security—Robert Cutler—776 

Political Statesmanship—The Art of the Pos- 
sible—W. Randolph Burgess—116 

Trust Services and Economic Growth—Homer 
J. Livingston—102 


What Makes Market Prices?—Bernard M. 
Baruch—296 


ESTATE ANALYSIS & PLANNING 


A Lawyer Looks at Estate Planning—Choice 
of Living or Testamentary Trust; Fiduciar- 
ies and Insurance—Vernon Mason—572 

Charitable Gifts in Estate Planning—Getting 
Maximum Tax Benefits for True Generosity 
—Frank L. Mallory—434 

Code’s Effect on Estate Planning—Survey of 
Actual Experience—P. Philip Lacovara— 
1034 


Estate Planning Sidelights on New 
William A. Sutherland—388& 


Estate Planning Suggestions made at Ne 
York State Bar Forum—225 


Estate Planning Techniques—Five Chang, 

Suggested by 1954 Code—Denis B. Maduro~ 
636 

Estate Planning Under °54 Code—R. N. Gre. 
ham—1026 

What to Watch For in Estate Planning Reg. 
lations—Leon B. Brown—564 


Code~ 


FOREIGN TRUST SERVICE 


Japan’s Trust Companies Expand—69 
Trusteeship in Canada—Trust Compania 
Assns. Meetings—468 


GIFTS 


Gift Causa Mortis of Savings Bonds 
Valid—N. Y.—182 

New Law Eases Stock Gifts to Minors—402 

Simplified Trust for Gifts to Minors—75 


Heli 


GUARDIANSHIP 


Conservator May Not Vary Property of Wari 
to Change Succession to Property—Mass- 
455 

Improvement of Judicial Control of Guardian 
ship Proceedings—Maxine Boord Virtue—}} 

Jurisdiction of Court Over Controversies with 
Third Person—Cal.—759 


Removal of Guardian for Self-Dealing—Cal.— 
759 


INSURANCE 


Life 


Bequest of Face Amount Carries Double Ir 
demnity Benefits—Utah—182 


Designating Trustee Under Will as Benefit: 
ary of Insurance—Legal Problems—Carl f. 
Schipper, Jr.—819; Home Office Problems- 
Robert J. Lawthers—826 


Effect of Divorce on Disposition of Proceeds- 
Wash.—1002 


Gifts of Life Insurance—‘‘Reversionary Inte 
est”? Bugaboo—Contemplation of Death- 
Present Interest—Walter D. Freyburger- 
476 


How Insurance is Taxed Now—Specific E« 
amples of New Rules Set by Code—Loren I. 
Stark—16 


How To Arrange Life Insurance—Getting ti 
Most Taxwise—Edwin G, Davies—737 


Supplemental Agreement Invalid as Testamet 
tary—U.S.C.A.—550 


Variable Annuity Legislation Proposed—i%i 


Variable Annuities and Estate Planning—M 
tual Fund Conference Report—895 


Will Could Not Modify Terms—Colo.—27) 


INSURANCE TRUSTS 


Business 
Business Insurance Under 1954 Code—Millio 
Dollar Round Table—740 
Flaw In Business Life Insurance ?7—Two-Yet 


Contestability Clause Undermines Protection- 
John Alan Appleman—700 


Recent Developments in Business Purchst 
Agreements—Deane C. Davis—284 


INVESTMENT POWERS 


Changing Concepts of Trust Investments 
Survey of Law—Clarence B. Jennett—843 
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The Bank Fiduciary Fund—Trust Investment 
Facilities for Smaller Departments—Charles 
W. Buek—143 


INVESTMENTS 


Aircraft Shares Gaining Investment Stature— 
Norvin R. Greene—511 

Changes in Federal Reserve Objectives Have 
Measureable Market Effects—Aubrey G. Lan- 
ston—155 

Common Stocks Held in Common Trust Funds 
—Staff Study—650 

Common Trust Funds Hold 540 Preferreds— 
Staff Study—951 

Diversification of College Endowment Funds— 
581 

Equities in Common Funds—(Staff Study)— 
204 

Farm Equipment Industry—Less Labor, Less 
Land, More Machines—William P. O’Connor, 
Jr. & Charles F. Arlington—954 

Favorite Canadian Trustee Equities—501 

Food Industry—Dividends from Modern Gro- 
cery Basket—Paul S. Willis—308 

Fresh Look at Pension Funds—dAnalysis of 
SEC Study—Roger F. Murray—943 

How A Trust Department Helps Corporation 
Employees Invest—729 

Illinois Prudent Man Investment Policy Sur- 
veyed—431 

Investment Analysis—1955 Style—William W. 
Wolbach—215 

Investment Panel Accents Conservatism—Trust 
Conf.—148 

List of Investments of Institutional Investors 
Mutual Fund, Inc.—42 & 579 

Long Mutual Fund Index—Monthly 

Management Speaks (column)—O. Rogers 
Flynn, Jr.—1050 

Memos of the Month—Monthly feature 

Moody’s Investors Yield Tables—Monthly fea- 
ture 

Nuclear Energy Report—Edward R. Trapnell 
-monthly feature beginning Sept. 

Pension Fund Investing—Charles E. Haines— 
1057 

Preferred Stocks 
Study—423 

“Personal Trust Estates” May Now Purchase 
Series E and H Savings Bonds—5 

Rubber Industry—Now Less Volatile and 
More Diversified—Frederick E. Kuhlken—427 

Sidelights on Institutional 
Monthly feature 

Securities & Insecurities in an Atomic Age— 
Charles W. Williams—1069 

Stock Valuation in Recent Mergers—Study of 
Appraisal Factors—Chelcie C. Bosland—516, 
583 & 662 

Trustee Liable for Self-Dealing Although Loss 
Occurred After Discharge—Ky.—550 

Trust Investments in Light of Postwar Experi- 
ence—Dr. Marcus Nadler—135 

Trust Investment Symposium—20 & 46 


in Common Funds—Staff 


Investment — 


e 
= TENANCIES 


Bequest to Husband and Wife as Tenants by 
Entirety Does Not Fail if Beneficiaries 





».—270 Have Been Divorced—N. J.—1095 
Delivery of Deposit Book as Gift Causa Mor- 
tis—Va.—455 
Estate Entitled to Balance in Savings Account 
—Ill.—906 
Evidence of Relationship of Joint Depositors 
Overrides Bank Account Terms—IIl.—906 
e—Millinf Right of Survivorship May be Created With- 
— Knowledge of Other Joint Tenants— 
Two-Yet ash.—624 
sacle’ Tenant by Entirety May Convey Interest Di- 
rotec rectly to Other Spouse—Mass.—368 
Purch 
URISDICTION 
Court Could Not Collaterally Attack Deter- 
mination of Residence by Probate Court— 
Ky.—759 
Decree Construing Trust Final—Cal.—368 
Home Ownership and Voting Do Not Fix 
estments Domicile—Pa.—689 
rett—845 
VECEMBER 1955 
Estat® 


Necessary Parties to Actions Affecting Trusts 
—Cal.—85 


Orphans’ Court has Authority Over Agree- 
ments Relating to Distribution of Estate— 
Pa.—271 


Orphans’ Court Has Exclusive Jurisdiction of 
in Rem Proceeding—Pa.—456 


Partner’s Heirs Are Necessary Parties to Es- 
tablish Estate Assets as Partnership Assets 
—Ore.— 624 


Personal Service on Resident Foreign Repre- 
sentative Sufficient to Confer Jurisdiction— 
Service by Publication Insufficient in Rem 
where Local Representative Not Joined— 
Minn.—907 


LAWS & LAW REFORM 


A New Probate Code—Appraisal of Missouri 
Reform and Model Code—Richard D. Shew- 
maker—1016 


Improvement of Probate Procedure—Simultan- 
eous Death. Tax and Other Problems—Chris- 
tian M. Lauritzen, II—787 


Significant Trust and Probate Decisions—Paul 
E. Iverson—849 


State Levislatieon Affecting Trusts and Estates 
—P. Philip Lacovara—868 


State Legislation Affecting Trusts and Estates 
—364, 449, 548, 614, 685, 1086 


Trust and Probate Literature—Austin W. 
Scott, Jr.—872 


® 
LIFE INSURANCE RELATIONS 
How Banks “Sell” Life Insurance (Ads)—742 
e 
LIFE TENANT & REMAINDERMAN 


Depletion on Oil Properties Not Required 
Despite Provision of Trust Act—Texas—86 


Depreciation as an Income Charge—Cal.—182 


Former’s Power to Make Oil and Gas Leases— 
Texas—624 


Income Beneficiaries Not Entitled to Arrear- 
ages Out of Principal—Pa.—368 


Life Estate with Power to Use Did Not Create 
Fee—Cal.—625 


Life Tenant with Power of Use May Not Give 
Away Property—Cal.—1095 


Loss Resulting from Investment in Business 
Charged to Income—N. Y.—1096 


Oil and Gas Royalties Apportionable—N. Y.— 
625 


Principal-Income Act not Applicable to After- 
Acquired Securities in Pre-existing Trust— 
Pa.—689 


Will Created Trust for Residuary Legatee— 
N. J.—368 
* 
LIVING TRUSTS 


Basis for Oral Trust—Ind.—182 


Inter Vivos Trust Evidenced by Revoked Will 
—Cal.—551 

Pitfalls in Drafting Short Term Trusts—W. 
Gibbs McKenney—810 

Remainders Vested at Death of Donor Rather 
than at Creation of Trust or Death of Life 
Tenant—Mass.—551 

Sufficiencty of Transfer to Trustee—Cal.— 
1002 

Trusts Valid Even Though Settlor Retained 
Absolute Control During His Lifetime—IIl. 
—625 

Uses of Living Trusts—Wide Variety of Pur- 


poses Can Be Served—George C. Barclay— 
920 


* 
MANAGEMENT 


Personnel 


Capitalabor Team—Monthly feature. 

Health in Business for Health of Business— 
Dr. Stanley W. Olson 

Incentives—Financial and Non-Financial— 
Creed for Bank Employee Relations—Percy 
J. Ebbott—569 


Program for Bank Executive Development— 
ABA Handbook—482 

Selecting and Training Personnel—A. Gordon 
Bradt—743 


Policies 


A Director Looks at Trust Administration— 
Frederick B. Whitman—924 


Blueprint for Smaller Trust Department— 
Noel L. Mills—1038 


Business Interests—Widening Horizons for 
Property Management—Richard P. Chap- 
man—1020 


Favorable Climate for Trust Business—George 
C. Barclay—97 

Hints for Smaller Trust Departments—Panel 
—130 

Policies for Bank-Trust 
mond H. Trott—1024 

The Smaller Trust Department—Ralph A. Mc- 
Ininch—481 

Trust Business Report and Prediction—Four 


ABA Trust Division Presidents Foresee Al- 
most Unlimited Opportunity—881 


Cooperation—Ray- 


o 
NEW BUSINESS 


Coordinated Trust Plan for 
Banks—A. Key Foster—1080 


Estate Planning Approach—Harold Saywell— 
472 


FPRA Convention Round-Up—1028 

On the Publicity Front—Monthly feature 

Pennsylvania Trust School—1082 

Prospecting in Own Backyard—G. A. Dew— 
472 

Retaining Trust Business—Frank S. Clift—499 

Sales Problems in Trust Business—Steps to 
Profitable Operations—William O. Heath— 
120 

Third Party Connections—Carman Jerry—474 


Trust Business Report and Prediction—Four 
ABA Trust Division Presidents Foresee Al- 
most Unlimited Opportunity—881 


Correspondent 


. 


« 
PENSION & PROFIT SHARING TRUSTS 


A Safe Retirement Income? Teachers Insur- 
ance & Annuity Association Plan—George 
E. Johnson—12 


First Pooled Pension Plan Established in Can- 
ada—679 


Fresh Look at Pension Funds—SEC study— 
Roger F. Murray—943 
Insured Pension Plans Over 17,000—466 


New Combined Pension Funds Offered by 
Banks—7 


Pension and Profit Sharing Digest—Samuel N. 
Ain—Monthly feature 

Pension Fund Investing—Charles E. Haines— 
1057 

Pitfalls in Administering Pension & Profit 
Sharing Trusts—John H. Riege—200 


Qualified Retirement Plans—Prohibited Trans- 
actions — Capital Gains — Administration — 
Joseph L. Seligman. Jr.—929 


Recent Developments—Gordon T. Wallis—841 


Transfer of Assets of Dissolved Employer 
Corporation—N. Y.—1003 


Treasury Approves Commingled Pension Plan 


—1075 
Trends in Bank Pension Plans—Harry M. 
Bardt—110 
PERPETUITIES 


Contingent Gift Over Does Not Affect Vested 
Character of Estate—Wash.—1003 

Direction for Continuing Annuity Payments to 
Surviving Issue of Primary Annuitant is 
Invalid—N. Y.—271 

Interest Held Vested and Restraint Illegal— 
Pa.—86 

Interest Vested in Time—Merger of Legal and 
Equitable Title—Texas—626 

Provision Permitting Continuation of Trust 
Beyond Present Period of Rule if Changed 
is Valid—Texas—552 


Recent Developments—Charles Looker—832 


1101 








Trust Without Specified Term Not Invalid— 
Okla.—368 


e 
POWERS OF APPOINTMENT 


Appointee Entitled to Principal, Not Merely 
Income—Mass.—183 


Exercise by Residuary Clause—Texas—456 
e 
POWERS 


Foreign 


Rights of Non-Resident Trust 
(listed by states)—350 


Limitations 


Amount of Seed to be Planted is in Discre- 
tion of Trustee—Kans.—760 
Application for Direction to Pay Part of 


Trust Income for Support of Beneficiary’s 
Child Denied—N. Y.—87 


Court Refuses to Remove Executrix for Al- 
leged Improper Exercise of Discretion—Wis. 
—626 


Deviation by Invasion of Trust Principal Dis- 
allowed—Cal.—456 


Divided Loyalty and _ Self-Dealing — What 
Courses of Fiduciary Conduct are Indicated 
by Cases ?—Walter D. Fletcher—234 

Power in Trustee-Beneficiary to Use Princi- 
pal does not Create Absolute Ownership—Pa. 
—689 

Prohibition Against Sale of Property Held 
Mandatory—Kans.—760 


Successor Fiduciary Has Burden of Proving 
Participation in Breach of Trust—Colo.— 
1003 


Trustee’s Power to Invade Corpus for Income 


—Beneficiary’s “Care. Comfort and Sup- 
port”? Covers Death Taxes—N. Y.—183 


Companies 


a 
PUBLIC RELATIONS 
Bank & Trust 
Bank Public Relations in Growing Economy— 


Fred F. Florence—1032 


What Women Should Know About Trust Ser- 
vices—Lillian M. Russ—640 


e 
REAL PROPERTY 
Devisees Take Subject to Encumbrances— 
Wash.—457 


Devise to B with Direction to Share Income 
with C Does Not Give C Control over Lease 
—Miss.—369 

Heirs of Husband Entitled to Priority Over 


Surviving Widow—Heirs Held Not Estopped 
to Claim Title—Tenn.—626 


Notation on Deed Did Not Reduce Fee to Life 
Estate—Ind.—457 


Purchaser Buys from Executor at Peril—Neb. 
—87 


Purchase from Heir Required to Exercise Dili- 
gence to Determine Absence of Will—Tenn. 
—689 


REGULATION & SUPERVISION 


Practical Aspects of Trust Examinations— 
Charles H. Franklin—351 


& 
REVOCATION & TERMINATION 
Beneficiary May Renounce Interest in Trust— 
N. Y.—552 


‘Heirs’? Not Necessary Parties to Suit to Can- 
cel Trust—Texas—627 

Life Beneficiary’s Renunciation Does Not De- 
stroy Trust—N. Y.—690 

Termination Decreed Where Trust Impossible 
of Fulfilment Because of Friction—Mass.— 
458 


Trust Failed Where Purpose Ended—Cal.— 
1097 


Trust Revocable Without Express Reservation 
of Power—Ind.—552 


1102 


Will Providing for Future Wife Revoked by 
Marriage—Cal.—457 


SPENDTHRIFT TRUSTS 
Income Attachable to Meet Claims of Minor 
Children for Maintenance—D. of C.—271 


SPOUSE’S RIGHTS 

Agreement Did Not Affect Right to Take by 
Will—Cal. 552 

Claims against Inter Vivos Transactions of 
Husband—Mass.—690 

Disposition of Community Property—Duty to 
Elect—Texas—553 

Election of Widow to Take Under Will—Ga. 
—272 

Elective Statutory Share Barred by Accept- 
ance of Will—Mo.—273 

Husband Not Barred from Estate Unless Wil- 
ful Failure to Support is Proved—Pa.—553 

Revocable Living Trust with Income Reserved 
is Valid Against Widow’s Claim—Mo.—760 

Right of Widow to Family Allowance Not 
Waived by Antenuptial Agreement— Wash.— 
907 

Sale of Real Estate by Administrator During 
Probate Cuts Off Statutory Rights of Spouse 
of Heir—Minn.—273 

Trust Held Illusory and Testamentary—Utah 
—1096 

Widow Can be Disinherited—S.D.—87 

Widow’s Release Bars Rights 
Trusts—Pa.—369 


in Tentative 


STATISTICS 


Business 
Net Income of Leading Corporations 1953 and 
1954 (list)—306 
Historical 


Trust Institutions and Men I Have Known— 
Gilbert T. Stephenson—1041 


Probate 


Over 25% of Lawyers Have No Wills—Other 
Professions Worse—Survey—282 


Trust Funds 


Connecticut Trusts Nearing $900 Million—480 
Massachusetts Trust Assets Rise 6%—98 
National Bank Trust Assets Up 11%—732 


$19 Billion Trust Assets in State Institutions 
—291 


Pennsylvania Trust Assets Top $4 Billion—242 

Trust Assets Advance in 1954—229, 343 & 444 

Trust Earnings, Assets in State Banks and 
Trust Companies—733 

Trust Features in Annual Reporting—Staff— 
993 

Volume of Estate, Trust & Agency Funds Ad- 
ministered by Canadian Trust Companies— 
469 


SUCCESSOR FIDUCIARY 


Agreement by Original Trustee to Suggest 
Successor not Binding on Court—N. Y.—627 

Appointment of Successor Corporate Fiduci- 
ary on Merger is Discretionary with Court 
—Pa.—761 

Corporate Trustee’s 
Denied—N. Y.—458 

Necessary and Indispensable Parties on Re- 
moval of Trustees—Cal.—761 


Application to Resign 


e 
TAXATION 


Estate & Inheritance 


Allocation Between Beneficiaries Where Char- 
itable Legatee—Il].—369 

Current Estate Tax Questions—lInsurance, De- 
ductions, Quasi-Claims, State Tax—Robert 
C. Harris—977 


Deductions — Estate Tax or Income Tax?— 
Sidney D. Krystal—489 


Determination of Fair Market Value of Closely 
Held Stock—Wis.—553 


er crt 


Direction as to Payment of Estate Tax Barry 
Proration—Cal.—554 


Estate and Gift Tax Changes—Joseph Tracht. 
man—104 


Executor is Not a “Person Aggrieved’’ by In, 
heritance Tax Assessment—U.S.C.A.—907 


Exemption for Bequest to Charity if Usq 
Within State—Texas—1004 


Gifts of Life Insurance—‘“‘Reversionary Inte, 


est”? Bugaboo—Contemplation of Death- 
Present Interest—Walter D. Freybourger— 
476 

Inheritance Tax on Specific Devise No 


Charged to Residue in Absence of Clearly 
Expressed Intention—Wash.—554 

Life Estate is Irrevocable Trust Created El». 
where Before Decedent Became Domicile 
in State is Not Subject to Tax—Va.—370 

“Trustee’’ Savings Accounts are Revocab; 
and Taxable—Cal.—458 

Unexercised Power of Appointment 
Subject to State Tax—Me.—1097 

Widow Must Bear Share of Tax Despite Mar. 
tal Deduction—Ark.—88 

Widow’s Elective Share Qualifying for Mar. 
tal Deduction is Liable for Contribution- 


is No 


Md.—273 
General 
Estate Planning Sidelights on New Code- 


William A. Sutherland—388 


Federal Tax 
monthly 
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ence and hard work to produce an estate plan. 
It also takes a thorough knowledge of all 
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That’s why a Connecticut General representa- 
tive can be of real help in this work. 
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estate insurance, business insurance and pen- 
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knowledge . . . to serve your clients and save 
you time and work. Give him a call .. . or 
write Connecticut General Life Insurance 
Company, Hartford. 
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